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Can Insurance Be ‘‘Merchandised”’ ? 


H. I. 


* Who has not heard of Daniel 
Defoe and his Robinson Crusoe? 
Yet relatively few are acquainted 
with the fact that Defoe was also 
the author of one of the earliest 
books on retailing —if not the 
first. His ‘‘Complete English 
Tradesman,”’ published in 1745, 
unfolded pages of advice on in- 
ventory control and customer atti- 
tudes that are still sound in this 
day of chain stores, large depart- 
ment stores and mail-order houses. 

No new idea is this science or 
art called merchandising. One of 
the basic principles of intelligent 
store operation which has held for 
200 years is that stocks should 
be related to customers’ demand. 


KLEINHAUS 


This involves the element of tim- 
ing. Not only must the successful 
store what its customers 
want, but it must be in position 
to have sufficient quantities of 
each item at the time of peak de- 
mand and have negligible inven- 
tory when the demand has passed. 

The acceptance of this mer- 
chandising principle implies the 
recognition of another one, prob- 
ably more fundamental, which is 
that the seller must know what he 
has to sell. Let us see whether 
these principles can be applied to 
the field of casualty insurance and 
suretyship. 

When the retailer or his clerk 
“doesn’t know his stock,” as the 


have 
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trade expresses. it, sales are lost 
and patronage evaporates and 
the merchandise on the shelves 
depreciates. When the retailer 
fails to understand qualities, ma- 
terials, workmanship and values, 
he buys incorrectly, and _ prices 
unwisely. Customers soon find out 
these things, as do creditors, the 
landlord and finally the bank- 
ruptcy courts. 

With regard to the necessity of 
knowing his merchandise, the in- 
surance seller has an apparent ad- 
vantage over the retailer. Insur- 
ance is not sold through a show 
window; the “inners” of an in- 
surance contract are not usually 
pictured or described in detail in 
newspaper advertising or on the 
insurance company calendars and 
blotters. Because the average in- 
surance buyer thus may not know 
just what he has purchased in his 
insurance policy, some few insur- 
ance sellers do not deem it very 
necessary to know a great deal 
about their stock in trade. 

On the very day of writing these 
pages, a letter which reached me a 
year ago happened to come again 
to my attention. It came from 
an eastern city of about 25,000 
population and the writer’s sta- 


eee 


tionery described his business 
as: “Insurance, Bonds, Property 
Management’ —-a not uncom- 
mon combination. He wrote: 


“Your name was given to us to in- 
quire from you as to what insurance 
company (or companies) specializes 
in writing burglarv insurance on de- 
partment stores without requiring 
that the owner is to carry 50% of the 
stock insured in order to obtain a 


reasonable rate.” 


Here we have an_ insurance 
seller who probably never heard 
of the phrase ‘‘co-insurance lim- 
its’ in connection with open stock 
burglary. No doubt there are 
many like him. 

Does the insurance agent ex- 
pect to wear the crown of success 
merely because he has a state 
license to accept commissions and 
has membership cards in a dozen 
social or fraternal organizations? 
Or should he know his ‘‘stock**? 


CusTOMER DEMAND 

Let us proceed, then, to apply 
that principle of merchandising 
which dictates that stocks should 
be related to customer demand. In 
adapting this rule to insurance 
selling, we have two important 
points to consider. 
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CAN INSURANCE BE 


First, the insurance man has no 
stock; that is, he makes no pur- 
chases in advance although too 
frequently he offers his customer 
something, without modification, 
that someone else developed a 


long time previously. 
Secondly, the insurance which 
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a client purchases is only seldom 
put to actual test as to suitability 
to customer requirement. 

In retailing, Mrs. Jones exam- 
ines the dress she is contemplating 
purchasing, tries it on, sends it 
home for friend husband’s, and 
the family’s, approval, before her 
demand or her need is met and 
the hoped-for sale becomes a sale. 
In the field of insurance, title to 
the contract of indemnity passes 
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long before the customer’s actual 
demand is known. 


TAILOR-MADE INDEMNITY 
Doesn’t this fact suggest the 
limitless importance of the in- 
surance seller trying to anticipate 
what the real demand of his client 
is likely to be? Since the insurance 
man deals with individual situa- 
tions rather than with mass de- 

mand as in retailing, he must 
make 
his ‘‘merchandise,”’ i. e., indem- 


in order to be of real service 


nity, as nearly tailor-made as is 
possible. He cannot accomplish 
this unless he makes a conscious 
and straightforward endeavor to 
know what is likely to constitute 
his customer’s requirements when 
the time of test is at hand. 

A few weeks ago a green grocer 
in a suburb of New York (answer- 
ing a telephone call) spoke almost 
verbatim as follows: 


“Oh, good morning, Mrs. Jones. 
Yes, we have cauliflower but it’s a bit 
high today 24¢ a head, and not as 
good-looking as I'd like to see it. May ° 
I] suggest some spinach instead? It is 
only 6¢ a lb. The market is glutted 
with it; the quality that I was able to 
pick up to sell for this price is excel- 
lent. Three pounds? Very well. 
Thank you.” 


Now that was a bit of five-star 
merchandising and selling. The 
merchant had what his customer 
wanted, told truthfully of its 
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shortcomings, and, knowing that 
Mrs. Jones had a food budget and 
a large family, suggested some- 
thing which (I assume) has as 
much food value but is less ex- 
pensive. 

In other words, this independ- 
ent grocer made clear to his cus- 
tomer what the “policy exclu- 
sions” were and suggested a dif- 
ferent type of coverage which in 
effect became a tailor-made policy 
providing ample indemnity at less 
will sur- 


This man’s store 


vive; already has survived years of 


cost. 


chain-store competition and has 
nothing to fear from the cooper- 
ative movement. 


KNOWING THE NEEDS 


But how many insurance agents 
take the trouble to find out what 
their customers’ needs are? In the 
long run, every insured pays his 


) 
Lessons 


and inore policyholders are com- 
ing to learn this fact for themselves, 
whereas it would be better for the 
insurance man to initiate the 
thought that his client consider 
whether such particular coverages 
are actually needed. It is my be- 
lief that, except in unusual cir- 
cumstances, most department and 
large apparel stores, for example, 
can carry their own plate glass 
risk, yet hundreds of stores are still 
buying plate glass coverage inside 
and outside because, as regular as 
clockwork, the 
certificates come in.* 

This may appear to be advice 


policy renewal 


to throw business out of the win- 
dow, but it is agtually a suggestion 
that will build business 
eventually. It certainly will make 
the client more responsive to the 
suggestion that certain limits be 
increased or that a type of protec- 


more 





from Selling Candy, Cabbage and Calice 


Applied lo Casually, C a amily and C alasteophe 


and something more 
There 


own losses 
for administration. are 
many risks some insureds might 
very well carry themselves be- 
cause the amount at risk at any 
relatively small not 


result in 


time is 
enough to 
strain. | 


any 


large 
financial 


believe more 





tion not carried be added to his 
present insurance program. 

Here is an illustration of know- 
ing what the client’s demand is 
most likely not to be —it is an 
actual case which came to my at- 

*We are wondering if Mr. Kleinhaus’ 
local agent would agree? — Ep. 
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tention in the course of my work. 

The head of a moderate-sized 
store in a city of 110,000 popula- 
tion passed away. One of the local 
banks was named executor of the 
estate. The bank knew nothing 
about retailing but (with the 
junior interests) was desirous of 
continuing the store. The bank 
was amazed at the fact that the 
employees of the store were not 
bonded. The trust officer of the 
bank spoke to the manager of the 
store and arranged that the agent 
wrote the bank’s fidelity 
bonds call. The agent shortly 
thereafter presented the store 
with a proposal to cover all em- 
ployees, even salesgirls, for $25,000 — 
each on a bond. The 
bank urged the store to accept — 


who 


schedule 


almost demanded that they 
should. 
Ample coverage could have 


been arranged by anyone who 


knew something about retailing 


ie 


Current Definitions 


Gas Mask: What you need when you look over a poor 


week’s work report. 


Black-out: Failure to write an app for a whole week. 


Secret Weapon: The ability you have, but have never really 


used. 


Bombproof Shelter: A good renewal account. 























and more about position schedule 
and excess blanket bonds — for a 
fraction of the cost. No one could 
blame the manager of this store 
for questioning the whys and 
wherefores of agents’ commissions. 
Had the agent presented, say, two 
proposals and suggested the more 
economical but satisfactorily ade- 
quate method of the 
store would probably be thankful 


coverage, 


for wide-awake, intelligent and 
helpful advice. 
Insurance, as has often been 


said, is not bought — it must be 
sold. With the growth of this idea 
of accenting selling in the modern 
economic scheme, the old adage 
of “let the buyer beware” has 
gone. It is now “‘let the seller be- 
ware,’ and modern merchandising 
principles applicable to dealers in 
candy, cabbage and calico must be 
recognized by those who dispense 
protection against casualty, calam- 
ity and catastrophe. 





— Radiator 
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Some Casualty Activities at 
Underwriters’ Laboratories, Inc. 





This Unique Corporation Yearly Effects Vast 


Savings in Lives and Property 





SYDNEY V. JAMES 


* EAcH YEAR approximately half 
a billion manufactured articles, 
tested and approved for safety by 
Underwriters’ Laboratories, find 
their way into our homes, offices, 
stores, warehouses and factories. 

In the forty-six years of its ex- 
istence, the number of products 
safe-guarded by this technical arm 
of capital stock insurance has 
grown until today the list includes 
some 200,000 catalog numbers. 
Because of its far-reaching effect, 
this work is recognized as an im- 
portant contribution to casualty 
reduction. Considered from the 
product liability viewpoint alone, 
it is highly significant; especially 
when it is realized that half of the 
products investigated by Under- 
writers’ Laboratories fail on the 
first examination to meet the safety 
requirements by which they are 
judged. 

Chartered as a non-profit cor- 
poration, the Laboratories’ pur- 
poses set forth in the certificate of 
incorporation are: 





By scientific investigation, study, 
experiments and tests, to determine 
the relation of various materials, de- 
vices, constructions and methods, to 
life, fire and casualty hazards. 

To contract with manufacturers and 
others for the examination, classifica- 
tion, testing and inspection of build- 
ings, materials, devices, and methods 
with reference to the life, fire and 
casualty hazards appurtenant thereto 
or the use thereof; and to report and 
circulate the results of such examina- 
tion, test, inspection and _ classifica- 
tion to insurance organizations and 
other interested parties, and to the 
public. 


Sponsored by capital stock in- 
surance through the National Board 
of Fire Underwriters, this work is 
carried on in three testing stations 
in Chicago, New York, and San 
Francisco. The bulk of the work 
is the testing of products submit- 
ted for investigation by manufac- 
turers. This is done on a cost 
basis. 

Products examined 
classified generally as follows: 


may be 




















(1) Accident-prevention devices; (2) 
burglary, robbery and _ theft-preven- 
tion devices; (3) building materials or 
fire-retardants intended to prevent the 
spread of flames; (4) fire-fighting 
equipment; (5) a large group of prod- 
ucts in whose construction or use 
there may be some element of life, 
fire, explosion or accident hazard. 





SYDNEY V. JAMES 


From inspection offices main- 
tained by the Laboratories in 200 
cities in the United States and 
Canada, the production of ap- 
proved articles in these classifica- 
tions is supervised at factories by 
frequent inspection to determine 
that the high standard of safety is 
being maintained. Last year more 
than 60,000 visits were made to 
factories for this purpose. Without 
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this thorough and _ continuous 
follow-up (which is unique with 
Underwriters’ Laboratories), the 
confidence of insurance men, fed- 
eral, state and municipal officials, 
purchasing agents and others in 
UL approved products would not 
be justified. 


A LABEL OF SAFETY 

Because of this inspection service 
and the rigid safety requirements 
to which UL approved products 
must conform, insurance engineers 
specify with full confidence prod- 
ucts bearing the ‘‘Underwriters’ 
Laboratories’ Inspected” label. 
However, as not all products 
which have passed the tests bear 
the label, all insurance men 
should be equipped with a com- 
plete set of the lists of inspected 
equipment published by the Lab- 
oratories.* These will help in 
convincing an assured of the wis- 
dom of using an approved product 
rather than one on which there are 
no test results to verify its safety. 

Life and limb hazards are taken 
into consideration in the examina- 
tion of practically all of the prod- 
ucts coming within the Labora- 
tories’ scope. Large and sma!! 
electrical switches, radio receiving 
sets, and other such equipments 

*Sets of such lists may be obtained 
(no charge) from any of the main offices 
of the Laboratories, in New York, 
Chicago, or San Francisco, or from 
various local representatives. 
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Heavy-duty electrical switches for controlling the current in factories, office buildings, and other 
buildings are given overload, normal load, and endurance tests at Underwriters’ Laboratories. 
Above, an engineer in asbestos suit, helmet and gloves is operating a switch to determine that it 
wll carry its overload current safely. Because molten copper is sometimes thrown about when a 
switch fails, this protection is necessary. Object in testing heavy-duty electrical switches is to de- 
termine that they will operate safely and reliably over a long period of time without creating a 
fire hazard to the building or a shock hazard to the operator. 





are examined not only to see that 
they will not start fires, but also to 
determine that users will not be 
injured by arcs, sparks, or flying 
molten metal, and that they will 
not be subjected to serious or per- 
haps fatal electrical shocks. Fire 
extinguishers must of course be 
capable of extinguishing fires, but 
they are also tested to see that 
under unusual circumstances they 


will not explode or burst in the 
hands of the user. Such casualty 
features are considered during the 
normal operation, overload, en- 
durance and abuse tests of the 
various products. 


Sarety Devices 
Of the products expressly in- 


tended to prevent accidents, there 
are a number of classifications and 
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different types ranging from chain 
mesh gloves to protect the hands 
of piece-time workers in meat 
packing plants, to elevator door 
interlocks recognized for rate dis- 
count. 

One group of interesting appli- 
ances tested by the Casualty and 
Automotive Department is oxy- 
acetylene equipment for welding 
and cutting. This includes blow- 


pipes or torches, regulators or 
reducing valves, and high-pressure 
gauges. 

Blowpipes utilizing mixtures of 
a fuel gas (generally acetylene) 
and oxygen must be designed so 
that back-fire flame cannot be 
propagated into the hose lines and 
thence to the source of supply of 
the fuel. In the investigation, it is 
important to determine that the 





Chain mesh gloves to protect the hands of 
meat cutters in packing plants are tested to see 
that they provide adequate protection and that 
sharp knives will not cut through them in 
time. Cutting the meat from the bones in pack- 
ing plants is often a prece-time job and workers 
with cut hands frequently continue to work 
without stopping to have the wound properly 
dressed. This practice may result in the infec- 
tion of meat. Such gloves prevent this. 


Automotive collisions are frequently prevented 
through the use of flares, lanterns and torches 
to indicate an obstruction on the road such 
as a stalled automobile or truck, or construc- 
tion work. Lights must not be extinguished by 
high winds or driving rains and the type of 
flare shown being tested must be capable of 
burning under water for two minutes and 
operate 7 when withdrawn from the 
water-filled bucket. 





. . . ee . 
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design is capable of withstanding 
the severe punishment and rough 
usage of actual service without 
involving dangerous back-fire. 
Regulators are exposed to a 
similar hazard. They are usually 
of the diaphragm type and the 
valve seat is subjected to severe 
service. If the seat should fail the 
full cylinder pressure is applied to 
the low-pressure compartment of 








the regulator, thereby subjecting 
the diaphragm to severe loading. 
If the diaphragm fails it must fail 
safely. The investigation subjects 
the low-pressure compartment to 
full cylinder pressure suddenly to 
determine whether the gas will be 
safely vented through holes in the 
diaphragm bonnet. 
High-pressure gas gauges, if 
subjected to explosive pressures, 





Iringers for washing machines are tested to minimize the danger which may occur when some- 
one gets caught in the rollers. Here an engineer is measuring force necessary to operate the release 
which will remove pressure from rollers. Since the start of the new year, a new requirement is 
that the rollers must stop turning when the release is tripped. Requirements and specifications of 


course do not prevent occasional accidents but do greatly facilitate escape before injury is done. 




















usually fail by bursting of the 
gauge tube. Such failure subjects 
the case itself to very high pres- 
sures. Explosion tests on gauges 
determine whether or not the case 
can withstand the sudden pressure 
without bursting and throwing 
glass or other parts into a work- 
man’s face. 

Elevator door contacts, hoist- 
way door interlocks and limit 
switches, slack cable switches, 
cable equalizers and similar de- 
vices comprise another group. 
Electrical equipment — contacts, 
interlocks and switches — are sub- 
jected to comprehensive electrical 
and mechanical extended-opera- 
tion tests under various conditions 
of service. They must also with- 
stand corrosive atmospheres, and 
a thorough investigation deter- 
mines whether they can be in- 
stalled properly and maintained in 
good operating condition. 

Hoistway cable equalizers should 
be strong enough to be interposed 
between the cable attachments 
and the car so as not to weaken 
the assembly. They should main- 
tain an approximately equal dis- 
tribution of load among the cables. 


HicHuway SAFETY 
Another group of appliances 
has to do with safety on the high- 
way. An interesting investigation 
was conducted on a road sander. 
Controlled by an electric switch in 
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the cab-of the truck, the sander 
permits the driver to release sand 
in front of the rear wheels to assist 
in safe starting and stopping of 


heavy vehicles. Such a device 
must operate reliably at sub-zero 
temperatures and in less severe 
weather as well. 

The highway emergency signal 
may be a liquid burning flare, an 
electric lantern, or a fusee such as 
the railroads use. Flares and lan- 
terns are for long-time operation 
(most laws require that they func- 
tion for at least 12 hours). Wind, 
rain, sleet, snow, high and low 
temperatures and calm weather 
are some of the conditions under 
which most of these devices must 
operate. A liquid-burning flare in 
a 40-mile per hour wind should 
give enough of a warning signal 
to be noticed on the highway un- 
der such conditions. This is only 
an indication of the detail of the 
test procedure necessary to cover 
such devices. 

Another safety device is the 
directional signal used on vehicles 
to indicate the intention of the 
driver to turn. These should em- 
body the necessary characteristics 
for reliable all-year-round opera- 
tion. 

In the testing of anti-slip mate- 
rial, window cleaner’s belts and 
anchors, wire-rope clamps, dry- 
cleaning equipment, ladders and 
scaffolding, relief valves, and the 

















The work done on photographic film its 
largely responsible for the now general use of 
so-called safety base or cellulose acetate base 
film being used for all amateur and most 
professional work in preference to the previ- 
ously used cellulose nitrate film which is 
highly flammable, ignites spontaneously and 
when burning envolves lethal gases. Here an 
engineer prepares to measure the ignition 
temperature of safety film. 
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Falls and slips and the injuries resulting from 
them can be greatly reduced through the use of 
anti-slip floor surfaces and stair treads and of 
floor finishes which will not readily permit 


slipping. With above equipment, the “‘slip- 
periness” of a floor may be quickly and ac- 
curately determined. This practical solution 
to a highly theoretical problem is an important 
contribution in the field of fall-preventing 
materials. 





many other classifications of safety 
devices investigated, and 
conditions similar to those already 
mentioned are applied. 


tests 


RESEARCH ACTIVITIES 

The safeguarding of manufac- 
tured products is only one way in 
which Underwriters’ Laboratories 
serves its casualty sponsors, their 
agents and assureds. 

As a part of the investigation of 
a new type of device, material, 


system or method it is sometimes 
necessary to develop new informa- 
tion. Research is therefore an im- 
portant phase of the Laboratories’ 
activities and the files of the organ- 
ization contain much fundamental 
and scientific data. Researches are 
also conducted on subjects not 
connected with the approval of a 
commercial product, but solely for 
the purpose of developing infor- 
mation to reduce casualty, crime, 
and fire hazards. 











Among the outstanding  re- 
searches conducted is one on the 
comparative life, fire and explo- 
sion hazards of common refriger- 
ants. The information contained 
in the 121-page published report 
on this subject is of real value to 
insurance and to industry. A re- 
search in which large-scale tests 


were made on the propagation of 


flame in gasoline vapor-air mix- 
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tures, contributed in no small 
measure to the safe handling of 
gasoline. A method of classifying 
the hazards of liquids, developed 
at Underwriters’ Laboratories, has 
helped to interpret the chemical 
and physical properties of flam- 
mable liquids into terms of hazard 
useful to the underwriter. 

The control of floating dust in 
terminal grain elevators was the 





Radio sets are subjected to a heat test to determine that transformers, electrical insulation, and 
combustible materials, such as paper or wood, for instance, do not in normal operation reach ex- 
cessive and dangerous temperatures. To protect the “feelings” of a foolhardy person who wants 
to tamper with a redio set, all parts carrying voltages are required to be inaccessibly placed and 








well insulated. Photo shows voltage on the various circuits being measured. 
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subject of another research and a 
kindred investigation is now in 


progress to determine methods of 


arresting explosions in starch fac- 
tories. 
An exhaustive study of electric 


shock developed safe values of 


current, voltage, and duration of 


shock. Other factors involved 
were: age, sex, weight, reaction- 
time, grounding, skin resistance, 
heart and muscular reaction, and 
the like. 

Work done in standardizing and 
safeguarding acetylene equipment 
won for the Laboratories the James 


Turner Morehead medal award of 


the International Acetylene Asso- 
ciation, which honor is conferred 
annually on those “‘who have done 
most to advance the industry or 
the art of producing or utilizing 
calcium carbide or its derivatives.” 

These few typical examples are 


te 





THE CASUALTY AND SURETY JOURNAI 


cited only to suggest that the an- 
to many tough technical 
problems and the staff and equip- 


swers 


ment for the solution of new ones 
found at Underwriters’ 
Laboratories. Space here does not 


may be 
permit a more comprehensive re- 
port. However, much. technical 
information is available for sup- 
and the 
scope of the engineering and other 


plementing enlarging 
departments maintained by capi- 
tal stock casualty companies. In 
Underwriters’ 
Laboratories is much like a good 


this connection, 


library the information is usu- 
ally there for those who are taking 


advantage of it. 


Eprror’s Nore. A second story on 
the Underwriters’ Laboratories, dealing 
with the work of the Burglary Protection 
Department and written by H. B. 
Michael, Engineer of that department, 
will appear in one of the early issues 
of THe CasuALTY AND SuRETY JOURNAL. 


News of the Stock Market 


Skirts high and consistently sold short. ‘Tabloids low and gyroscopes 


steady. Razor transactions sharp during the past week. Scotch strong. 


Automobiles prominent on the curb. Edison light. Airplanes coming down 
consistently. Elevators fluctuating tremendously, with sudden ups and 
downs. Safes and grand pianos are heavy. Mock turtle soup bullish. Red 
flannel underwear off. Mountain railroads on the upgrade. Patent ciga- 
rette lighters uncertain. Many runs in silk stockings lately. Suspender 


Kitty Kat. 


buttons weak. 
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Increases are noted by the F.B.I. in annual crime trends for the first nine months of 1940 over 
corresponding period of 1939, in a group of 336 cities. Negligent manslaughter increased 8.8 
per cent; burglary, 1.6 per cent; larceny, 6.3 per cent; auto theft, 1.0 per cent. 


New York City. The downtown 
traffic court had as its first case of the 
day a traffic violation of a “private 
citizen.”” Violation was overparking; 
private citizen was the court judge 
himself; fine was two dollars. Paid. 

Detroit, Michigan. — A woman here, 
incensed over the capture of her dog, 
bit the dog catcher on the arm. 

Walpole, Massachusetts. — We have 
heard of people “losing” such bulky 
objects as bass drums. But only re- 
cently did we learn of an equally 
unusual theft. Seems a man here stole 
a 50-ton bridge. ’Sa fact! When 
workmen arrived to needed 
repairs, they found it had been torn 
down and for the most part carted 
away to a junk yard four miles dis- 
tant. 

Mimico, Ontario. — A shortage of 
manpower in the fire department here 


make 


has developed, because volunteers 


aren’t keen about getting up in the 


middle of the night to fight fires 


Don’t know as we exactly blame them. 
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- Nineteen min- 


Auburn, New York. 
utes after the police were notified of 
the theft of a car here, they recovered 
the car and arrested the two alleged 
thieves. Quick work! 

Iola, Kansas. When 
here ran out of gas, he attempted to 
stop a passing car, but was struck 
down while so doing. While on his 
way to the hospital, someone stole 
his auto. Enough for one day. 

Newmarket, — Ontario. He 
guilty of theft. The culprit admitted it. 
Reason, “his girl friend caused him to 
take the money.” As good an excuse 
as any. 

New York City. 
one taxi driver here who has an inter- 
esting excuse for failure to comply 
the law requiring that the 
driver’s photo be displayed a 
frame inside the cab. ‘‘You just can’t 
keep the girls from stealing ’em,”’ he 


a visitor 


was 


There’s at least 


with 
in 


Says. 


Illustration at top of page, used by cour- 
tesy of the General Electric Company. 








@ $1,500,000,000 Annual Loss 
from Occupational Accidents? 


From Red Ink to Black 





Direct and Indirect Savings from Industrial Accident 
Prevention Activities Have a Strong 


Effect on the Margin of Profit 





EDWARD R. GRANNISS 


* Wuart do accidents cost the em- 
ployer and how can the employer 
best proceed to reduce those costs? 
This is a question frequently asked 
by men responsible for plant oper- 
ation, especially when the margin 
between red and black ink is none 
too wide. Such a subject can well 
be a basis for discussion by casu- 
alty insurance salesmen. 

The amount that accidents are 
costing industry annually cannot 
be computed accurately. We do 
know enough about these costs, 
however, to realize that they 
amount to a fabulous sum. Six 
hundred million dollars* has been 
suggested as covering wage, medi- 
cal and insurance costs of occupa- 
tional injuries in a year. This 
figure, it must be understood, does 
not cover property damage and 
spoilage of material, which ac- 
companies most accidents; inter- 
ruptions to production which acci- 
dents always involve; the necessity 
for training replacement help; 
added burdens on supervisors; or, 


and highly important, the loss of 
profit on each hour of production 
time, to which each employer is 
rightfully entitled. 

When items such as these are 
included, industrial accident costs 
actually seem to pass beyond the 
realm of reason. An estimate has 
been made that such untabulated 
costs amount to approximately 
four times the medical and claim 
losses. Thus, based on an annual 
estimate of $240,000,000 f for 
compensation claims, and another 
$72,000,000 + for medical pay- 
ments, there is indicated a total 
annual loss from occupational ac- 
cidents of over $1,500,000,000 — 
a truly astonishing figure which 
we can neither wholly prove nor 
disprove. 

Gigantic sums of money, like 
the national debt, mean little to us 
even when reduced to a per capita 


* “Accident Facts” — National Safety 
Council. 


Tt United 


Statistics. 


States Bureau of Labor 














basis. For interested employers, 
however, dividing this estimated 
annual loss of $1,500,000,000 by 
the number of workers covered by 
compensation (estimated 20,000,- 
000) suggests that there is an 
average accident 
worker of $75 a year. The inquisi- 


loss for each 
tive employer may estimate his 
own accident costs if he will multi- 
ply the number of men on his pay- 
roll by this figure. (See chart on 
page 20.) His losses may be more 
or less dependent upon whether 
his success in accident prevention 
is greater or smaller than the 
average. 

Other ways, too, have been cal- 
culated to enable the employer to 
accident On 
construction jobs, for instance, it 
has been estimated that up to one- 
third of the amount spent for pay- 


estimate his losses. 


rolls may be paid out for accidents 
and their costly results; while an- 
other estimate on this type of work 
is that five per cent of the entire 
cost of the job is paid out because 
of accidents. For building main- 
tenance employees, the amount an 
employer pays out for accidents 
has been estimated at twice what 
it costs him for insurance premi- 
ums. These yardsticks frequently 
can be used with telling effect in 
indicating the need for qualified 
safety engineering service. Fre- 
quently, the insurance salesman 


finds difficulty in convincing a 
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value of 
accident prevention work on the 


plant owner of the 


basis of premium savings alone. 


EXAMPLE 
A $1,000 premium risk, doing 
only an average safety job, could 
expect at least $600 yearly in 
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compensation and medical losses. 
Through good safety engineering, 
stock 


company’s engineering 
\ g 


as is available through a 
casualty 
and inspection departinent, a 20% 
reduction in costs might be effected 
within the next policy period. This 
probably would not be reflected 
immediately in the rates and a 
saving in premium of any great 
amount would not be noticeable 


for some little time. 





FROM RED INK 


Calling to mind, however, that 


there are always losses accom- 


panying accidents, which losses 


are not covered in the insurance 
contract, and that such losses on 
the average are four times the 
amount paid in insurance claims, 
reducing such claims and medical 
costs by $200 represents an even- 
tual $800 saving to the employer 
who will avail himself of the con- 
sultation of a proper insurance 
company engineer. The availabil- 
ity of safety engineering assistance 
and advice to a prospective as- 
sured, therefore, is a service of 
member companies and of the Na- 
tional Conservation Bureau which 
alwavs bear in 


the agent should 


mind. 


**HImIppEN”’ Costs 


Of greatest difficulty at times Is 
convincing a prospective assured 
that he is spending many dollars 
for accidents against which he can- 
not buy insurance: that is, the 
losses involved in the previously 
Should it 


be possible to investigate one of his 


mentioned 4-to-1 ratio. * 
accidents for cost, the finding of 
these “‘noninsurable” items would 
not be difficult. 

An example or two will show 
clearly how such dollars find their 
way into plant overhead. 

* For further explanation of the 4-to-1 


ratio, see THe CasuaALtTy AND SURETY 
Journa.t, December, 1940, page 44. 
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A truck driver, driving a com- 
pany car and making deliveries for 
an iron foundry, ran through a 
**Stop” sign and became involved 
in a collision at the intersection. 


Fortunately, the accident was a 
comparatively minor one. Never- 


theless, here are some of its costs 


Cost TO EMPLOYER 


Time lost by driver whik 

truck was being repaired 

four hours at 70¢ an how $ 81) 
‘Time lost by supervisor mak- 


ing investigation: two hours 


at 75¢ an hou 150 
Loss of use of truck: four hours 
at $2.00 an hou 8.00 
Damage to truck 35 00 
$47.30 
Cost To INSURANCE COMPANY 
Medical $ 2.50 


Our next example represents a 
mill 


during a month’s time. This par- 


survey of an entire woolen 


ticular concern did not believe 


that accidents were costing them 


anything except their insurance 
premiums! Howeve-, they agreed 
to open their records and allow the 
necessary investigations to deter- 
mine any incidental costs. A spe- 
cial safety drive was made during 
the month, with the result that no 
accident was submitted to the in- 


The 


225 workers who, during 


surance carrier. mill em- 


ployed 
total of 


the month, worked a 
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10,800 man-hours. There 
total of 106 first-aid cases 
redressings. 


‘Cost TO EMPLOYER 


Time lost by insured to re- 


ceive first-aid treatment: 
(24 minutes on the average) 
45 hours at 18¢ an hour 

Time lost by supervisors in- 
vestigating and reassigning 
work: nine hours at 75¢ an 
hour ath 

First-aid administration: time 
and materials 

Profit the 
survey 


month of the 
$2,867.87, or 
per man-hour was $.265: 45 
x $.265 


for 


was 


was a 
and 8 
$ 8.10 
6.75 
10.71 
11.92 
$37.48 


Cost TO INSURANCE COMPANY 


No claims 


But premium savings, 
well worth considering. 
[here is found a wide 
variation in the accident 
different 
concerns even when they 
are doing the same type of 
work with the same kind 
of labor and similar proc- 


experience of 


ess machinery. 

Rate credits and debits 
may be imposed by in- 
surance companies for 
good and bad experience, 
respectively. It is not un- 
usual for two plants to so 


too, 


$00.00 


are 
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vary in their accident records that 
one will carry a 100% charge 
while the other gains a 50% credit. 

If, for example, we apply these 
figures to a $100,000 payroll at a 
normal $5 rate, it is found that one 
employer pays an annual premium 
of $10,000 while his more busi- 
nesslike competitor will find him- 
self billed for only $2,500. The 
differential, $7,500, represents a 
6% return on a capital investment 
of $125,000 — important money 
in any business. 

Such would 
more startling if we could measure 
all of the benefits that accrue from 
accident prevention activity. Usu- 
ally, when anything is done to 
improve accident experience, it 
also increases production. Ilumi- 
been 


figures be even 


nating have re- 
vamped, for instance, because of 


bad accident records and the re- 


systems 


= eees""' 


Number employed in firm 


Se 


HOW 


Total cost to employer 


TO FIGURE 


Total Yearly Cost of 


INDUSTRIAL ACCIDENTS 


¢ 


Average loss per worker* x $75 


*Countrywide average, covering direct 
and indirect costs. 











sult has been not only fewer mis- 
haps but also greater work output 
and improved accuracy. Machine 
guards invariably give workers a 
sense of security which allows 
them to work faster and with less 
strain. Similar advantages result 
from almost any type of successful 
accident prevention activity. 


Mucu For LITTLE 

Experience has shown that acci- 
dent causes can be controlled and 
the high costs of accidental in- 
juries reduced. Corrective action 
is seldom difficult and 
expenditures are generally small. 

Proper technical direction is an 
important feature of any accident 
prevention program. The engi- 
neering and inspection depart- 
ments of member companies of the 
Association of Casualty and Surety 
Executives are the best qualified in 
the world to give this type of con- 
sultation. Chief engineers, super- 
intendents and directors of the 
safety departments of these com- 
panies from all over the United 
States, gather twice a year in the 
rooms of the National Conserva- 
tion Bureau for the sole purpose of 
discussing and exchanging ideas 
on how best to serve the accident 
prevention needs of assureds. 
Courses in first aid and in public 
speaking are conducted each year 
for engineers and inspectors of 
member companies. A course in 


necessary 
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Industrial Accident Prevention is 
conducted by the Conservation Bu- 
reau-sponsored Center for Safety 
Education. Engineering bulletins, 
pamphlets and other literature, 
prepared under the direction 
of committees of member com- 
pany engineers and other experts, 
flow constantly from the Con- 
servation Bureau to its member 
companies, keeping them abreast 
of the best procedures in accident 
prevention. New and_ difficult 
problems are submitted for com- 
mon solution and a helping hand 
is always extended by the com- 
panies to any individual company 
who, for the moment, may be 
baffled somewhat by a safety prob- 
lem of a client. 

Unique is a weak word for the 
Conservation Bureau which, while 
supported by business competi- 
tors, unites all for the common 
good in accident prevention. It is 
the only existing organization of 
its kind in the insurance world. Of 
vast importance to the insurance 
buying public, however, is the 
fact that the stock company system 
provides safety advisors of highest 
ranking and wide experience. 


FINANCIAL ASPECTS 
The problem of accident pre- 
vention is largely a financial one. 
Safety is a counterpart of savings 
and accidents may well be indica- 
tions of operating inefficiencies 














losses. 


who 


and consequent business 

Thus, the casualty agent 
represents a national Association 
company should keep himself well 
informed of the accident preven- 


tion work of the National Con- 
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position to describe that work in 
terms of public services and re- 
sultant savings offered by the com- 
panies he represents. 

*See other articles on the work of 
the National Conservation Bureau, ap- 


servation 


Bureau,* and be in a __ pearing in every issue. 


% 


Leading Questions 


In a study of store burglary insurance sales, we found that one agent in 
a New Jersey city had the key to bigger sales for all the other thousands of 
agents selling that form of protection. Most agents landed only one sale in 


15 calls. He was getting three sales out of every ten calls. 


The basic difference between his method and that of the other agents 


was in the first question he asked. 


Most agents would begin a call by asking the storekeeper, ““Do you 
carry burglary insurance?” But only five per cent of all storekeepers do 
have that kind of insurance. So the answer would be “No,” 95 times out 


of 100 and then the agents would have to listen to all the reasons why. 


The New Jersey agent began by asking, ““Mr. Storekeeper, who carries 
your burglary insurance?”’ And this simple change in his first question 
altered the whole conversation from that point on. 


Naturally, when facts like these are dug up and presented to the men 
who are selling a product or a service, they leap at the chance to increase 
their own sales and their incomes. The sales of store burglary insurance 
jumped immediately when this New Jersey man’s method was explained 
to the other agents selling that same policy. What’s much more impor- 
tant, the sales staved at the higher level from then on, month after month. 
The stimulus was permanent, not just a shot in the arm. — Nation’s 


gar 
Business. 


No ‘‘Cheap”’ Insurance 


One might very well be justified in taking a chance on a cheap watch, 
a cheap suit, or a cheap pen; but not on a cheap life preserver, a cheap 


parachute or a cheap insurance policy. — Myron S. Wall, San Francisco. 


























era THE JOURNAL’S PICTURE PAGE ers 











Car Blaze Is Extinguished in Interesting Test 





Although a Police 
Department Inspector 
was burned while set- 
ting fire to this car in 
a test conducted prior 
to the opening of the 
new New York Mid- 
town Vehicular Tun- 
nel, we are told that 
the fire was quickly 
doused by the Tun- 
nel’s fire-fighters in 
less time than you 
could say ‘‘psy- 
chramspctlgzcy.”” 
(Wide World Photo) 


Washington Bridge Falls in Dramatic Climax 


This few-months-old 
$6,600,000 Tacoma 
Narrows bridge in 
the state of Washing- 
ton unfortunately has 
‘*gone withthe wind.” 
Parts of it now repose 
190 feet far below, 
in the waters of Puget 
Sound. The result- 
ant loss to insurance 
companies is said to 
be the largest of the 
kind in history. 


(Wide World Photo) 








@ First of a Series of Three Articles 





The Cathedral of Insurance 





There Has Been No Time in This Generation When Any 
of Our People Could So Ill Afford 


an Unexpected Loss 





HORACE B. MONTGOMERY 


Three masons were once asked 
what they were making. The first 
replied “$6.00 a day.’’ This was 
before the depression but it was 
true. The second replied “I am 
making a wall.’ The third re- 
plied “I am building a cathedral.” 


Mora 

All three of these masons spoke 
the truth what a_ tremen- 
dous difference in their respective 
points of view! One was working 
for a living and saw in his work 
only the means of guaranteeing 
livelihood. The other saw in his 
work only endless chores; the 
placing of one stone upon another, 
day after day, week after week. 
The third had the 
artist and his imagination soared 
to the towering heights, flying 
buttresses, Gothic arches, and 
spires of the future which would 
be an inspiration to all the world. 


but 


vision of an 


“The Uninsured Burglary Loss” 
and “The Adjustment of Burglary 


Claims,” other articles in this series by 
Mr. Montgomery, will appear in early 
issues. 





This sounds like a sermon. It is 
a sermon, but one of significance 
and inspiration to all workers, no 
matter ‘what their trade or posi- 
tion may be; the mason with a 
trowel, the farmer at the plough, 
the scribe with his pen, the clerk 
bending over his desk. 

Which of these has not felt at 
times that his or her job is the 
most boring in the world, either 


just the means for earning a liveli- 


hood or an endless chore of stone, 
furrows, words, figures, etc.? How 
many of us have the imagination 
to see the cathedral which we are 
to build? 


APPLICATION 
Let us apply this sermon to our 
own business. Is there any inspira- 
tion about insurance? Can the 
agent who is worrying about col- 
lections, the executive who is 
worrying about his loss ratio, the 
clerk who is worrying about the 
monotony of his or her job see 
anything inspirational in the pro- 

saic insurance business? 














Can we of the insurance fra- 
ternity see that vision of the 
cathedral which we are all helping 
to build? Is there anything in- 
spiring in the world of sales argu- 
ments, balances, form letters, 
expirations, abstracts, etc? 

The answer to this question lies 
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in the very nature of the business 
itself. Could the vision of a cathe- 
dral be a greater inspiration than 
the relief of human suffering? 
One is a symbol, the other a fact. 
The business of insurance is the 
business of repaying someone’s loss. 


CHINESE METHOD 
It is said that Chinese boatmen 
on the River Yangtse, when about 
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to pass through the rapids of the 
upper river gorges, will unload 
their cargoes upon the banks and 
reload with a small share of the 
cargo of each other boatman. 
When the rapids have been suc- 
cessfully passed, the boats are put 
to shore and the original cargoes 
are replaced. 

The theory of this is to prevent, 
insofar as is humanly possible, 
any one mariner from losing his 
entire cargo if his boat capsizes. 
Thus the risk is distributed. With- 
out knowing it, these Chinese 
boatmen have hit upon the true 
meaning of insurance. Each one 
shares the load of the other and so 
lightens the less of any one. The 
premium is the insuror’s risk and 
the payment of a loss is the com- 
pany’s. 

It has been pointed out to us 
that the insurance companies have 
withstood like the stoutest ships 
the buffeting of the rapids through 
which they have passed. Just as 
it must be an inspiration to all 
seamen to observe how ships 
stand up against the buffeting of 
the heaviest seas and carry their 
passengers and cargoes safely to 
port, so it should be an inspiration 
to all who are in the insurance 
business to observe the same 
thing with respect to the com- 
panies upon whom rests the re- 
sponsibility for relieving so much 
human suffering and loss. Apply 
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this thought to any line of in- 
surance and the answer is the 
same. 

There has been no time in this 
generation when any of our peo- 
ple could so ill afford an unex- 
pected loss, regardless of his 
trade. The banker, business man, 
manufacturer, mariner, home 
owner, day laborer, domestic 
servant; which of these is not sal- 
vaged daily by insurance? 

Take, for instance, burglary 
insurance alone. Whether we pay 
the bank whose money and securi- 
have fallen prey to a well 
planned robbery, the home owner 
who loses the family heirlooms, 
the manufacturer whose pay roll 


ties 


te 
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is snatched just before distribu- 
tion, the careful man who learns 
that his savings were burglarized, 
or the storekeeper who loses the 
receipts of the weekend or holiday; 
all must find these loses well nigh 
the last straw that breaks the 
camel’s back. 

Insurance, therefore, is the 
great conserver and restorer, the 
greatest healer in the world of 
business’ savage wounds, inflicted 
maliciously or accidentally but 
always unexpectedly. Surely too 
much emphasis cannot be laid 
upon the necessity of renewing in 
us all that vision of the great 
cause of relief for which the busi- 
ness of insurance was established. 


Opportunity 


They do me wrong who say I come no more 
When once I knock and fail to find you in. 
For every day I stand outside your door 
And bid you wake and rise to fight and win. 
Wait not for precious changes passed away, 
Weep not for golden ages on the wane. 
Each night I burn the records of the day. 
At sunrise every soul is born again. 


— Anon 


Your Own House in Order 


As an insurance man, you spend your entire business life guarding against 
risks and the unforeseen hazards of life and death. Maybe it’s an embarrassing 


question... but 
in a vain shadow 
them.” 


. . have you made a will? Remember that “man worketh 
he heapeth up riches and cannot tell who shall gather 
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Against the Unexpected In Making Claim 
with Policies Settlements Fully 
to Fit the Need and Promptly 


——— IS WORTHY OF HIS HIRE —— 








@ —and the Public Is Better Served! 





The American Agency System and 


Agents’ Associations 





Present System of Insurance Counselors for the Buyers of 
Insurance Will Meet Requirements of a New 
Today and a Newer Tomorrow 





L. E. 


* Our American Agency System 
past 
insur- 


is typically American. Its 
as a distributor of 
ance has been a creditable one and 
will compare favorably with the 
system of distribution employed in 
other fields of business; but we 
must recognize the fact that dis- 
tribution is on the “‘spot’’ today. 
Rightly or wrongly, public opin- 
ion has centered its general dis- 
satisfaction with business on the 
notion that distribution costs too 
much. While this situation is 
recognized by some _ insurance 
agents, it is not generally realized 
by the rank and file. 

We must realize that the public 
does not regard any business sys- 
tem as sacred. The institution of 
insurance must justify its survival 
by efficiently dispensing indem- 
nity against potential and actual 
loss. Both agents and companies 
are charged with the responsibil- 
ity of continually striving to re- 
duce the cost of all forms of insur- 


record 
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ance to a minimum, so that the 
benefits of protection will be dis- 
tributed to larger numbers, with 
broader coverage to each individual. 

An imposing list of accomplish- 
ments, under the guidance of a 
large number of able leaders, 
stands to the credit of agents’ asso- 
ciations. The public, the com- 
panies, and even non-member 
agents, have shared in the benefits. 


PERTINENT QUESTIONS 


What would the value of your 
agency be without the construc- 
tive work of agency associations 
during the past forty years? Would 
you still be an independent con- 
tractor? How much premium in- 
come would be available but for 
the scrapping of countless ill-ad- 
vised attempts to socialize the in- 
surance business? 

There can be no substitute for 
individual initiative. But there are 
limits to the individual agent’s ef- 
forts which can be effectively and 
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economically dealt with only 
through the pooled efforts of trade 
associations. 

High ethical standards and pro- 
gressive long-range policies require 
the highest type of leadership, 
which can be developed only 
through the democratic processes 
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of state and national agency 
groups. 

Greater emphasis must be 
placed in building the requi- 


site man power that is so neces- 
sary to improve merchandising 
methods in the distribution of in- 
surance. This brings up a function 
which state and national associa- 
tions must consider. 

There is imperative need for re- 


search in the field of insurance dis- 
tribution; most of the controver- 
sial issues will probably not be 
successfully solved until the light 
of research is thrown upon them. 

For example, many agents are 
convinced that excessive commis- 
sions are inimical to the best inter- 
ests of legitimate agents as well as 
the public. To what extent do they 
increase unqualified producers and 
promote rebating? When does a 
given commission become exces- 
sive on the various classes and 
amounts of insurance? 


EDUCATION 

The local and national educa- 
tional activities are necessary steps 
in developing better merchandis- 
ing methods, and a_ properly 
directed educational program is 
the most valuable contribution 
agents’ associations can make in 
assisting their members to render a 
full measure of agency service. 

An exchange of ideas between 
agents and other business groups 
cannot fail to be mutually help- 
ful and should be encouraged. The 
process of educating and counsel- 
ing with buyer groups should be 
one of the important new fields 
for agency association activity. 

Every insurance agent who is in- 
terested in securing his future must 
not only improve his own per- 
formance as an agent, but he shares 
a responsibility to elevate the per- 








formance of his fellow agents. This 
latter responsibility can only be 
discharged by joining and actively 
supporting his local, state and na- 
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tional association and by inducing — public is better served thereby. 


te 


Oh, for the Quiet Life of an Executive 


As everybody knows, an executive has practically nothing to do 


that is, nothing to do, except: 


Io decide what is to be done; to tell somebody to do it; to listen to rea- 
sons why it should not be done, why it should be done by somebody else, 
or why it should be done in a different way, and to prepare arguments in 


rebuttal that shall be convincing and conclusive 


To follow up to see if the thing has been done; to discover that it has not 
been done; to inquire why it has not been done; to listen to excuses from 


the person who should have done it and did not do it 


lo follow up a second time to see if the thing has been done; to discover 
that it has been done, but done incorrectly; to point out how it should 
have been done; to conclude that as long as it has been done, it may as well 
be left as it is; to wonder if it is not time to get rid of a person who cannot 
do a thing correctly; to reflect that the person at fault has a wife and seven 
children, and that certainly no other executive in the world would put up 
with him for a moment; and that, in all probability, any successor would 


be just as bad or worse 


lo consider how much simpler and better the thing would have been 
done had he done it himself in the first place; to reflect sadly that if he had 
done it himself he would have been able to do it right in twenty minutes, 
but that as things turned out he himself spent two days trying to find out 
why it was that it had taken somebody else three weeks to do it wrong; 
but to realize that such an idea would strike at the very foundation of the 


belief of all employees that an executive has nothing to do. 


Advertising Age 





others to do likewise. The insur- 
ance business enjoys good health 
in those states which have repre- 
sentative associations, because the 





Thoughts in Tabloid—IlI 


SurVEY SELLING OR RANDOM SELLING? — One notable feature that lends itself 
to a further professionalism of our business is the survey method of selling in- 
surance. Should you walk into a doctor’s office and he 
immediately gave you a pink pill without a diagnosis of 
your ills, your normal reaction would be that he was not 
much of a doctor, and rightly so. But should he make a 
careful diagnosis of your needs and then recommend a 
certain remedy you would feel more kindly toward him 
and you would no doubt recover more quickly by reason 
of his study of your case. 

Likewise, only when we, as agents, make a proper diag- 
nosis of our client’s insurance ills and then make recom- 
mendation for proper remedy, can we render him the 
professional service he is entitled to. The random selling 
of a contract here and there to a client would place us 
in the category of a tradesman rather than that of a professional. — Law- 
rence H. Derby, President, Arkansas Association of Insurance 
Agents. 





KNOWLEDGE NEEDED. — Public relations is more resultful 
if it is coupled to the services of the agent. If you neglect 
your clients, or if you are incompetent, you injure the 
business of legitimate insurance, and ballyhoo in the form 
of publicity cannot overcome your failures. We, as agents, 
must be thoroughly informed if we are to provide the 
services which alone can justify the commissions we re- 





ceive as middlemen. — Harry A. Levant, President, Minne- 
“x sola Association of Insurance Agents. 
INSURANCE A LEADER IN THE WorLD oF Business. — We in the insurance world 


believe that our profession is and has been a leader in the 
greater business world. 

Insurance has become in modern times the backbone 
of all business enterprise. Without insurance, factory 
wheels would not turn, plants would not be expanded, 
new industries would not be created, homes would not be 
built in such large numbers, little or no attention would 
be paid to safety, automobiles would not be so plentiful 
on highways and injuries suffered by individuals through 
the mechanical invention of our modern machine age 
would often result in much greater financial hardships. 
— Clarence G. Scholtz, Ballardvale, Massachusetts. 
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ADVERTISING HELPS 
Stewart Stanley in 
The Insurance Magazine 

People buy insurance from the per- 
son who asks them for it; there is no 
substitute for foot-work. But — adver- 
tising can and does pave the way for 
that foot-work and can and does assure 
at least a favorable hearing from the 
prospect in question. 


COMPREHENSIVE LIABILITY 
Elizabeth Miller in 
Pacific Northwest Underwriter 

The comprehensive liability policy 
is not difficult to sell, nor is it difficult 
to understand. It is probably the 
simplest policy on the market today. 
We all know how we have come to 
have so many different kinds of public 
liability policies. Each phase of our 
development has brought about a need 
for an insurance policy, and so we 
have numerous individual contracts, 
each covering against one type of ex- 
posure and excluding all others. 

The agent and the insured have a 
common problem — being certain any 
changes in the insured’s set-up are 
noted on the individual policies and 
keeping track of all the different policy 
expirations, etc. 

The answer to both problems is a 
comprehensive liability policy. 


TELEPHONING FOR BUSINESS 
Marian A. Cramer in 
The Eastern Underwriter 

When your client calls regarding the 
new car he has bought, ask him to 
wait a minute until you secure his file. 
If you have the liability and property 
damage insurance, immediately solicit 
comprehensive and collision. If the 
car is financed, find out how many 
months he is taking to pay for it; 
diary that information and follow it 
up. The finance company has sold 
him on the importance of collision 
and you can, in nearly every case, 
continue it the second year. 

If you can’t sell him comprehensive, 
you might have an opportunity to 
talk an accident and health policy or 
some other type of insurance. Like- 
wise, if you have the comprehensive 
and collision, solicit the liability and 
property damage. 

If, when you send the transfer en- 
dorsement, you find the limits aren’t 
more than $10/20,000, write on the 
invoice what the higher limits will 
cost him over and above what he is 
paving. Our reason for putting this on 
the invoice is that we find many an 
assured files away the policy and puts 
the bill in the drawer to pay. When 
the check is being made up, he again 
sees the cost of higher limits. 


Vuggets of Ynterest and Help 
from the Saily ress or | 
Ynsurance (Magazines 
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Wuy APOLOGIZE? 
A. L. Kirkpatrick in 
The Journal of Commerce 

A prominent businessman said to 
me the other day: “You see lots of 
insurance salesmen every day. Why 
don’t you tell them to get wise to 
themselves? As a lot they are too 
apologetic. They don’t stand up for 
themselves. My information girl told 
me the other day that she can spot 
most of the insurance men the minute 
they come in. They seem to expect 
trouble getting in. And when they do 
get in they start out by saying, ‘I won’t 
take but a minute of your time’ or ‘I 
just happened to be in the neighbor- 
hood.’ Why do they have to be so 
apologetic?” 


Let’s Face Facts 
Ralph W. Bugli in 
The Insurance Broker 

We who earn our living from the 
sale of capital stock company insur- 
ance are part of the greatest business 
heritage the world has ever known. 
The economic philosophy to which we 
are all silent subscribers has made pos- 
sible cultural, scientific and mechani- 
cal advances that have enriched the 
lives of all men. 

All capital is invested with the hope 
of profits resulting from an expansion 


in the production of goods or services. 
In a large sense capitalism is synony- 
mous with, and _ responsible for, 
growth. And the rate of growth is 
rather directly proportionate to the 
enterprise of individual producers. 

When it fails to expand, when it 
fails to seek new fields to conquer, any 
capital stock industry loses the vigor- 
ous quality which most aptly defines it. 

The chief justification for the ac- 
cumulation of capital, in other words, 
lies in the promise that it produce 
profits through the development of 
new markets, new goods or services 
and greater efficiency. 


ProspECT SOURCE 
The Casualty Insuror 

Call on business people you have 
patronized in the past year. 
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A) 
“I’ve decided to try each policy a 

month and buy the one I feel safest 

— Best’s Insurance News 





with.” 
































“Out of this nettle, danger, we pluck this flower, safety’ 


EXAMPLE NUMBER FIVE 


° > 
/esign day Sa ety 


PROBLEM 

A group of hotel managers at a meeting a few years ago were 
discussing the causes of accidents to their employees. Someone 
asked the question, ‘“‘What is the most dangerous piece of machin- 
ery in the hotel?” 

From several came the answer, ““The ice cuber!”’ 

Further comment on this machine brought out the fact that 
while accidents do not occur frequently on ice cubers, when one 
does occur it is usually serious enough to result in amputation of 





fingers or a hand. 
SOLUTION 

The problem was assigned to the chief engineer of one of the 
country’s largest hotels. After a couple of months, he reported a 
solution. It consisted of a simple enclosure guard built like a cage 
over the top of the machine covering the opening through which 
the chunks of ice were fed. On the door of the cage was an electric 
interlock which prevented operation of the machine until the door 
was Closed. By means of sharpened steel rods projecting through 
the cage and having handles on the outside, the operator could 
guide the pieces of ice as they were fed into the revolving blades 
— with no chance of cutting his hands. 

In addition to the obvious safety merits of this device, it is said 
that the hundreds of installations throughout the country have 
shown increases in production ranging up to 30% resulting from \ 


its use. 





Safety engineers of stock insurance companies as a group comprise the great- 
est accident prevention organization in the world. Policyholders of stock in- 
surance companies are entitled to their services in saving money and lives 





@ Suretyship is Now in Full Blossom 


A Trusted Employee Is No Better Than 


a House That Has 


Never Had a Fire 





The Triumphs of Corporate Suretyship Are Far More 
Spectacular Than Those That Ever lowed 
JSrom the Pen of Horatio Alger 





ALEXANDER FOSTER, JR. 


* SuRETYSHIP has been variously 


defined but one of the most in- 
teresting definitions that has come 
to our attention was by way of 
judicial dictum. In the case of 


Jones vs. Whitehead, the Supreme 


Court of Georgia declared that 
suretyship is “a lame substitute 
knowledge of 
human nature.” (4 Ga. 397). We 


sincerely hope that the court dis- 


for a thorough 


played greater legal acumen than 
business ability as exemplified by 
its observations on suretyship. 
Perhaps we should not be too 
criticism of the 
that 
then 


severe in our 
learned justice who wrote 
definition. The 
1848! Suretyship was at that time 


time was 
a personal matter and the surety 
was still the favored in the law. 
The compensated surety of our 
time is a far cry from the personal 
guarantor of that day. The ad- 
vent of corporate suretyship has 
changed all of this in but a short 
span of years. From a mere babe 


ow 


we have seen corporate surety ship 
grow through adolescence to ma- 
turity where it has taken its place 
among the great institutions of 
this country. And behold, all of 
this within the lifetime of the very 
men who today are leading the 
industry as its elder statesmen! 
Far from reaching senility, this 
industry is in the full blossom of 
manhood, able not only to keep 
pace with the industrial and finan- 
cial progress of the country but 
steadily pushing ahead with all 
of the vigor of youth with new 
worlds to conquer. Surely there is 
nothing ‘lame’? about an indus- 
try that can boast of triumphs 
more spectacular than those that 
flowed from the imaginative pen 


of Horatio Alger. 


UNDERSTANDING OF HUMAN 
NATURE NEEDED 
If ever there was a display of 
knowledge of human nature, cor- 
porate suretyship has provided it 

















36 
and is giving a repeat performance 
every day. The very foundation 
and growth of corporate surety- 
ship is based on a thorough under- 
standing of human conduct. The 
surety underwriter well knows 
that ofttimes a mother will steal her 
infant’s patrimony; that trusted 
and faithful employees will steal; 
and that there are times when 
even the soundest institutions 
decline. 

In spite of all this, the surety 
underwriter has not become cyni- 
cal. He believes that fundamen- 
tally men are honest and that 
business will succeed. His is a 
method for distributing the shock 
of an occasional unfaithfulness 
and occasional failure so that 
calamity may be avoided by the 
use of a painless premium. That 
method has taken many forms. 
There are undertakings that con- 
tracts will be performed, that 
officials will perform their duty, 
that court orders will be obeyed, 
and there is “insurance” that 
employees will be honest. Hon- 
esty insurance in a form to fit every 
need is available; the individual 
bond for the small concern and 
the group insurance or blanket 
bond to cover part or all of the 
employees of the larger concern. 

If there is anything “lame” 
about corporate suretyship, it is 
that we have tolerated the exist- 
ence of a condition whereby less 
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than 10% of fidelity losses to this 
nation are insured.* One would 
almost think that we were hiding 
our light under a bushel, that we 
were deliberately keeping from the 
public the knowledge of the exist- 
ence of an industry which would, 
for a small fee, save them from the 











ALEXANDER FOSTER, JR. 


heartache, suffering, and even 
disaster which at times accompany 
losses arising from employee dis- 
honesty. 

The clang of the fireman’s bell, 
the wail of the ambulance siren, are 


*See ‘Untouched Possibilities for 
Fidelity Coverage,” by W. H. Bennem, 
Tue CasuALTy AND SURETY JOURNAL, 
May, 1940, page 11, and June, 1940, 
page 27. 

















the constant reminders that Old 
Man Loss is paying a visit to our 
neighbors. Every time one hears 
their distressing note, one wonders 
if he is to be next, and a subcon- 
scious stock of insurance is taken. 

The press publishes untold num- 
bers of lines day in and day out, 
telling of new yielding to tempta- 
tion. Behind each story is the un- 
told hardship and even business 
disaster due to employee dishon- 
esty. It is little comfort to know 
that the defaulter 


was an erst- 


A TRUSTED EMPLOYEE 





37 
while trusted servant. That trust 
was the very thing which brought 
about the loss, for who but a 
trusted employee could get close 
enough to the cashbox to steal its 
contents? A trusted employee is no 
better than a house that has never 
had a fire. Tomorrow’s story may 
be different. Insurance against 
both hazards is the only safeguard. 

Producers, take your daily pa- 
pers. They are saturated with 
reasons just begging to be told to 


your prospects. 





In the Good Olde Days — IV 


Territorial boundaries for agencies nowadays are often 
fixed by means of county divisions. Other methods of 
describing territory were employed back in 1650, as shown 
by this description of a deed actually recorded at Plym- 


outh, Massachusetts: 


“All that certain piece of lands beginning at the great white 
oak off from which Dea. Israel Davis shot a bald eagle; thence 
running North 36.chains and 4 links to a leaning ash with a big 
hornet’s nest on; thence Easterly 40 chains to a ledge of rocks, a 
great place for rattlesnakes; thence South nineteen chains and 
three links to a cobblestone wall that wants fixing up the worst 
way; thence West across a level piece of grass ground where the 
Indians used to shoot at a mark 24 chains to the place of begin- 


ning.” 





















HERE’S A NOTICE ; 
FROM THE INSURANCE Af 
COMPANY . DID NOU 

KNOW “THAT ACCIDENT 
POLICY YOU'VE HAD 
FOR. TEN YEARS 
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PATHETIC FiGURES 





















“Could you please tell me which one of 
these is his hobby?” 
Courtesy of Sales Management 






A high-pressured salesman trying to sell 
his baby the idea of going to sleep. 
—Courtesy of Life Magazine 





@ A Long Day’s Work Makes 
a Long Day Short 





Mental and Physical Sweat 





Industrious Sales Activity in Burglary-Robbery Protection 
Safeguards the Interests of Your Present Clients and Helps 
to Develop New Prospects 





GEORGE H. O'CONNOR 


* THE greatest need of the cas- 
ualty field of today is that old- 
fashioned combination of physical 
and mental sweat. Much selling 
effort is being expended on barren 
ground, while a fertile field awaits 
the agent who properly times and 
places his efforts. The same agent 
who is noted at the country club 
for impeccable choice of iron 
shots sometimes is guilty of negli- 
gence on the firing line of his 
chosen business. ‘‘Orders are 
taken,” for instance, for burglary 
and robbery insurance — the field 
is grievously undersold. 


PowWER OF KNOWLEDGE 


That the War Department 


should have adopted the motto of 


“Knowledge Is Power’ for that 
department that has to do with 
the education of reserve officers, 
was no idle gesture. That motto 
of the exact science of war is 
equally applicable to the pro- 
duction of burglary and robbery 
lines. 





Truly, there are no policies that 
lend themselves to easier analysis 
than the various combinations of 
burglary and robbery. The cover- 
age is concise and free of involved 
exclusions. 

In general, there is available to 
the insured protection from hold- 
up, burglary, kidnapping and 
damage to the insured premises. 
These coverages, in varying com- 
binations, comprise the available 
protection. The intent of the cov- 
erage is clear, the exclusions are 
simple and the entire protection 
available under any one of the 
policies is easily explainable to 
the one who will spend a few min- 
utes reading insuring clauses. Once 
having studied these policies, the 
enterprising producer will be sur- 
prised by the ease with which 
their contents may be grasped. 


Its APPLICATION 


The next step is the proper ap- 
plication of that knowledge. The 
leader of the Million Dollar Club 
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does not sell many policies to 
those on relief. The fifteen-dollar- 
a-week clerk is neither interested 
in nor eligible for a seventy-five- 
dollar-a-week accident policy. Nor 
is the neighborhood store, with 
its small cash receipts, a good 
prospect for a thousand dollars of 
hold-up coverage — but there ¢s 
a policy for every hazard. 

The best prospects are those 
who already have been sold other 
lines. In fact, the solicitation of 
these clients is a defensive measure, 
especially in these days of the 
active use of the insurance survey. 

The development of new pros- 
pects does not present too difficult 
a problem. Your own newspaper 
prints the daily record of actual 
and attempted burglaries and 
theft, and the stores and estab- 
lishments in that neighborhood 
have had an impressive demon- 
stration of the need for protection. 

Why not mail out a few letters 
to responsible merchants in that 
neighborhood to the effect that 
“Certain unknown members of 
the underworld believe your sec- 
tion is prospering and doing a 
large cash business, as evidenced 
by the actual or attempted crime 
at your neighbor’s, Mr. Soandso. 
The same or other criminals (and 
the bandit reads his paper as well 
as you and I) may call on you. 
While I cannot prevent them from 
making this call, I can assure you 








of complete repayment of loss.” 
Such a letter, followed by a 
personal call, should produce re- 
sults. 

Burglary and robbery lines lend 
themselves readily to new and 
unusual presentations. One Spe- 
cial Agent that we know of, upon 
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entering the quarters of the pros- 
pect, immediately strode to the 
cash register and with every evi- 
dence of felonious intent 
from his hip pocket a specimen 
policy. The success of this radical 
introduction of the subject was 
rudely interrupted by an 
pressed prospect who relied on a 
home-made blackjack in lieu of 
written proposals! 


drew 


im- 











MENTAI 


Loca. INTEREST 

We do not recommend such a 
unique departure from accepted 
methods. We urge the use of up-to- 
date statistics. We all know that 
burglary and theft losses exceed 
Fire and theft insur- 
ance is the first thought of the car 
purchaser. Fire and theft insur- 
ance is just as important to the 
merchant who has an exposure 
of merchandise and cash as well 


fire losses. 


as negotiable securities. The use of 


national records of annual losses 
caused by burglary and robbery, 
or of single outstanding losses, will 
not impress the merchant of a small 
community. He will, however, be 
impressed by a collection of news- 
paper clippings of local losses. 


PROWL Cars 


Listen in on your short wave 
radio some night and list the calls 
that are sent out to prowl cars to 
inspect actual losses and investi- 


te 
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gate the presence of suspicious 
prowlers. These calls establish a 
factual need for the protection you 
are demonstrating. If your com- 
munity does not have a short wave 
station, the local, county or state 
police doubtless can furnish you 
with a record of the calls for as- 
sistance that they have received. 

Study of available policy protec- 
tion includes work as well as time. 
Wasted efforts produce no mone- 
tary results. Where is the reward? 

The agent who systematically 
and efficiently solicits his present 
assureds and prospective clients for 
burglary and robbery lines safe- 
guards the business already on his 
books, develops prospects for all 
lines of coverage and above all 
advertises to the business world 
that he is an active, intelligent and 
energetic member of the insurance 
profession capable of serving the 
insurance needs of both the neigh- 
borhood store and the communi- 
ty’s largest industry. 


A Successful Insurance Salesman Must Have — 


The curiosity of a cat; the tenacity of a bulldog; the brashness of a 
Charles McCarthy; the determination of a cab driver; the diplomacy of a 
wayward husband; the patience of a self-sacrificing wife; the deductive 
powers of a Sherlock Holmes; the persuasiveness of a job-hunting politi- 
cian; the enthusiasm of a radio announcer; the good humor of an idiot; 
the self-assurance of a college graduate; and the tireless persistence of a bill 
collector. 


“Nuggets. 

















Getting Results 


Through Trafic Engineering 
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Example Illustrated — corner of S. E. 
S. E. Belmont Street 





BEFORE — 
At fifteen representative 
intersections, in Port- 


land, Oregon, similar 
to the example shown, 
traffic 
increasing steadily. Ina 
six-month period prior 
to improvement, fatali- 
totalled three, in- 
juries 32, with 138 
property damage acci- 
dents. Almost all these 
accidents were caused 
violations of the 
existing “Stop” signs. 


accidents were 


ties 


by 


20th Avenue and 


AFTER — 
After pavement lines 
were painted and re- AFTER aa 


Vv 


Ny " 
a De 
Re, 3,: 


2- ACCIDENTS 


flectorized “‘Stop”’ signs 
and a suspension type \ 
flashing beacon installed 
at each intersection, ac- 
cidents were reduced oa 
from 19 to 2, for the typ- 

ical intersection shown; 
and for the entire fif- 
teen intersections, from 
173 to 69, in a corre- 
sponding period. Cost 
of improvements ranged 
from $100 to $175 per 

intersection. 
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Getting Results through Traffic Engineering examples are furnished by the Traffic Division of 
the National Conservation Bureau, 60 John Street, New York City. 

















Consumer Consciousness? 


@ Do We Need to Develop an Abiding 





A Policyholder Speaks— 





Offers Four Points for Still Further Improvement 
of Agent’s Services in Merchandising 
of Property Insurance 





DR. THURSTON H. ROSS 


* MERCHANDISING a product or 
service under the conditions now 
prevalent is no easy task. It is my 
opinion that what is most needed 
is still closer cooperation between 
the insurance companies and their 
representatives in the field. If there 
are excess costs in the insurance 
business, I believe that they are 
largely due to distribution policies. 
Unqualified agents and unethical 
brokers are occasionally appointed 
by somebody and the 
competition they make is 
mendously difficult for even a good 
merchant to get around. 


tre- 


I. Minimum STANDARDS 

Therefore, my first suggestion in 
insurance merchandising is to set 
up minimum standards for mer- 
chandising operations and insist 
on the insurance companies them- 
selves enforcing these standards. 
I have in mind some insurance 
men who might be evaluated more 
efficiently by the amount of ill will 
they create for the insurance busi- 


kind of 


John 


ness than by the volume of busi- 
ness they get, and I might state 
that they sometimes get quite a 
volume of business, much of which 
may result in customers not only 
dissatisfied but hostile to the in- 
surance business generally. 


II. An “IDENTITY” 
FOR INSURANCE 

The second point in merchan- 
dising is that a definite identity 
should be given to property in- 
surance. The policy in the lock 
box is soon forgotten. 

A little brass plate saying that 
this house is insured against fire by 
Smith until January 10, 
1941, together with the policy 
number, would not only keep the 
house owner continually conscious 
of the fact that he has protection 
but probably would give John 
Smith some definite identity in the 
community. 

A constant reminder that the 
insured has bought something and 
is receiving a continuing service 
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every day for that purchase is an 
important idea. Too many of us 
remember we are insured only at 
the time we have to lay out a 
premium. 


III. Derinire TRAINING 


The third thing is that the agent 
must have some definite and pre- 
cise training. There must be some 
common body of knowledge in 
this business and unless a man has 
this common body of knowledge 
at his command, he should not be 
in the business. My insurance 
salesman must be a diagnostician 
of my insurance needs and he 
also must be able to prescribe the 
proper type of policy. 

Like many other people, I buy 
insurance from one man in whom 
I have implicit confidence. I know 
that my coverage is good because 
it meets a specific need which is 
known and recognized both to me 
and to my insurance agent. 

As an incident in the pic- 
ture, this man represents good 
companies, but this is only an 
incident. I buy insurance from 
these companies because this man 
is the agent. I do not buy insur- 
ance from him because he repre- 
sents these particular companies. 
If he changes his companies my 
insurance goes with him. He has 
done a good job in merchandising 
qualifications, and he has fully 
justified my confidence in him. 





IV. Smp.er Po.icies 


Finally, I think that the insur- 
ance business needs a more under- 
standable product so far as the 
user is concerned. I have a whole 
lock box full of insurance policies. 
I doubt whether I know what 
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many of them mean, because my 
specialty is not insurance. I know 
that it costs a lot of money to write 
all these policies and that it takes 
a lot of my time and my agent’s 
time to keep them up-to-date, re- 
new them, collect premiums, etc. 

I see no reason for all this com- 
plexity. Automobiles were not 
economical to sell or to buy when 
we purchased the car, then the 
top, then the windshield, then the 





side doors, then the lights, etc., 
until we finally got down to a 
tank full of gasoline, and then if oil 
had been placed in the engine and 
water in the radiator, drove off. 
Autos came into their own when 
we were able to buy them as such. 

I think that the day is coming 
when we will be able to buy in- 
surance as efficiently as we buy 
automobiles. Whatever company 
starts merchandising insurance in 
that way is going to have a long 


jump on its competitors. 


As a consumer of insurance, 
I sometimes doubt whether I am 
getting my money’s worth and 
as a student of merchandising 


A POLICYHOLDER SPEAKS— 





I occasionally wonder whether the 
insurance business has kept fully 
abreast of others in distribution. 
But I would far rather trust the 
task to those already in the insur- 
ance business than I would to 
experimental groups in any gov- 
ernmental agency or any coopera- 
tive entrepreneurs who in these 
days of snooping and tinkering 
can go a long way toward putting 
any kind of business on the rocks, 
not only economically but socially. 

Epiror’s Note. — These highly prac- 
tical and interesting remarks naturally 
reflect the viewpoint of a consumer. Any 
readers who care to present the pro- 
ducer’s side of any of the points men- 
tioned are invited to write us. 





Bound Volumes for 1940 








If you have saved all your copies of 
Tue CasuALty AND SuRETY JOURNAL 
to date, and wish to have them bound, 
mail them direct to The Rumford 
Press, 341 Madison Avenue, New 
York City, together with check. 

Volume I (seven issues) with “THE 
CasuALTy AND SuRETY JOURNAL, 
Volume I,” stamped in gold, $1.20 
postpaid. Green binding only. 

If you wish your own name stamped 
in gold in the lower right-hand cor- 


ner of the cover, add 25¢. 

















THOUGHTS ON SELLING—II// 





Champion? 


A sales leader is all the more pleased with the award when he is 
made to feel there are no further restrictions on it. 

Brown’s wife had just presented him with three bouncing boys, and 
his employer congratulated him on the event. The following day he 


was Called into the office and handed a silver cup in recognition of 


the triple blessing he had bestowed upon his country. Brown received 
the gift in rather an embarrassed manner. 

“Thank you very much,” he said, turning to his employer, “but 
el is this cup mine now, or do I have to win it three years in 


succession?” 


Evidence of Interest 


A salesman in another line of business always made it a matter of 


practice, immediately following any interview, to record a minute 

account of all that took place. Then months later, often a year 

later, he would write to his prospect again, in his letter recalling almost 
| | 


every word of their previous conversation, in an informal, personal 
style which gave the impression, and truly so, that he was greatly 
interested in the prospect and that he had kept the interview in his 
mind for all this period. Naturally, this made a highly favorable im- 


pression with the prospect. 


Please Let Me Buy 


\ man took a new job as an office equipment salesman and spent 


several days memorizing catalog numbers, list prices, sales talks, et 





l 


One morning he met his first prospect and started to go through his 
sales talk, doggedly determined to Carry it through to the finish. 

About half way through, the prospect interrupted and said, “Let 
me see your order book a minute.” 

The salesman was somewhat nonplussed, but handed it over with- 
out a word, whereupon the prospect took his pencil, wrote out a 
complete order including the catalog numbers and list prices from 
memory, and handed him back a good order, saying, ‘‘Here’s what I 
want. Thanks a lot. Good day.” 

Just another case of where the prospect was sold and the agent 
didn’t realize it. Ever happen to you? 
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The Story of Old Man Glutz 


H. HERBERT 


Dialog between John Doe, small business- 
and Richard Roe, insurance agent, 
(heretnafter called Jack and Dick) held in 
Doe’s private office in the southern town 
of Middleville. 


man, 


Dick: Good morning, Jack. 

JACK: morning, Dick. 
How are things? 

Dick: Very good, thanks. How 


Good 


is business with you? 

Jack: Good, thank you. Some 
of these defense orders seem gradu- 
ally to be trickling down to us 
minnows. What can I do for you 
this morning, Dick? 

Dick: Nothing for me, Jack. I 
came to see about old man 
Glutz. 

Jack: Old man Glutz? I thought 


haven’t seen the 


you 


he was dead. I 


CORSON 
old gentleman for three or four 
years. What about him? 

Dick: He isn’t dead, Jack. Just 
down and out. As a matter of fact, 
he is so ashamed of his clothes that 
he stays off the streets as much as 
that 
reason you haven’t seen him any- 


possible. | expect is the 


where. 

Jack: Well, I vow. I thought 
the old coot retired pretty well 
fixed. 

Dick: Humph. You’ know, 


everybody has his pride. The old 
man did not want people to know 
when he sold out that he was even 
with the world after 47 
hard work. 

Jack: What ever happened to 
him, Dick? He certainly never was 
a high liver or spent much money 


years of 


~2J Sales Dialog on Fidelity Bonds |e 








on himself and his family, as I 
saw it. 

Dick: You remember that book- 
keeper he had, don’t you? Miss 
Lina Heim? 

Jack: Certainly, I 
Miss Lina. She used to teach my 
children in Sunday School. She 
certainly was a fine old lady. And 
come to think of it, I haven't 
heard much of her lately. 

Dick: No, you haven’t. She left 
town. It isn’t a pretty story, Jack; 
and I don’t like to tell it; but it is 
one of those things that happen in 
businesses, large and small. 

Miss Lina was a fine woman, as 
you say; and everybody liked her. 
She came over from Switzerland 
on the same ship with old man 
Glutz. They got acquainted, and, 
being a fellow Swiss, he gave her a 
job when he opened his first little 
store. I guess he’s told me a thou- 
sand times, “I just couldn’t get 
without Miss Lina. She 
about my business 


remember 


along 
knows 
than I do.’ 

Well, Miss Lina, it appears, had 
some relatives back in Switzerland 
who were expert letter-writers 
From what I hear about them, I 
wish I could get them to write my 
collection letters for me. 

Year after year pathetic appeals 
for funds for this, that and the 


more 


other members of the Heim family 
used to come in from Switzerland 
until 


Miss Lina’s tender heart 
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could stand it no longer; and she 
began to “borrow” little sums of 
money from Mr. Glutz to send 
over the water to assist various 
relatives with their many prob- 


lems. 
After Miss Lina had obtained 
the consent of her own conscience 
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to “borrow” a little money from 
Mr. Glutz to meet dire necessities 
and emergencies, she found it easy 


to continue to ‘“‘borrow”’’ from 
Mr. Glutz until I understand 
that today Switzerland has a 


beautifully educated doctor and a 
fine architect, both named Heim. 
Both were’ educated largely 
through Miss Lina by Mr. Glutz. 
Without his knowledge, of course. 











Well, the long and short of it is 
that some sort of strain came on 
Mr. Glutz’s business, and the re- 
serves weren’t there, and the whole 
house of cards came crashing 
down on the poor old man’s head. 
I don’t know all the details of how 
Miss Lina covered up her short- 
ages, but she was a very shrewd 
woman, as you may know. Mr. 
Glutz had such complete con- 
fidence in her that I question 
whether he ever even checked his 
bank balance. 

Jack: I vow, Dick! And the old 
man is broke? 

Dick: Yes, he’s broke, Jack; and 
I thought maybe you might need 
a watchman, or know of some 
other concern that might need a 
watchman, or have other 
minor job that would come to the 
old man’s rescue. He just will not 
accept public relief, and I am 
afraid he is going to starve unless 
somebody does something about 
it. He was my good customer for 
many years; and I have been able 
to talk him into letting me give 
him a few small “‘loans,”’ but the 
blow to his faith in human nature, 
his pride and his self-confidence 
have been almost too much for the 
old man. He needs activity as 
much as money. 

Jack: That certainly is a dirty 
shame, Dick. Ill see what I can 
do. By the way, what does a bond 
on a bookkeeper cost? 


some 
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Dick: cents for each 
$100.00 of fidelity insurance. Why? 

Jack: Well, I thought I might 
bond Simpkins, say for about 
$5,000. Let’s see, that would cost 
$—— a year, wouldn’t it? 

Dick: You have told me numer- 
ous times that you didn’t see any 
need for bonding members of your 
organization. I long ago quit 
soliciting fidelity insurance from 
you. 

Jack: I know. I know. But | 
guess everybody ought to have his 
bookkeeper bonded, don’t 
think so, Dick? 

Dick: I know so, Jack. But I also 
know that just because we have 
been talking about Miss Lina 
Heim, who was a bookkeeper, it 
does not mean that serious losses 
cannot be sustained in any busi- 
ness on account of defalcations on 
the part of other members of the 
organization. Incidentally, $5,000 
would be only a small fraction of 
what Miss Lina got away with. 
What you ought to have, Jack, is 
a commercial blanket bond cov- 
ering your entire operations. A 
$7,500 loss wouldn’t break 
but it certainly would eat 
your profits for any one year. 

Jack: That's the trouble 


you 


you, 
into 


with 


you insurance agents, Dick. Give 
them a little encouragement, and 
away they go with the bit in their 
teeth and dragging your bank ac- 
count behind them! 
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Dick: All right, Jack, I'll be 
glad to sell you a bond on Simp- 
kins alone, but I’m going to write 
you a letter with it saying that I 
think you are making a mistake by 
not buying a commercial blanket 
bond. 

Jack: Oh bosh, Dick! Simpkins 
is the only man in my organization 
who could steal over a few dollars. 

Dick: Now, that’s very, very 
interesting, Jack. If you know 
that, and can prove to the satis- 
faction of surety company officials 
that you are able to pick out who 
will and will not steal in your or- 
ganization, I can get you and 
Mrs. Doe a free trip to New York, 
all expenses paid, entertainment 
included. All you would have to 
do there would be to address a 
meeting of bonding company 
officials, explaining how you can 
arrive at such a definite conclusion 
about a problem which the best 
minds in the business have been 
unable to solve, some of them 
studying nothing else for many, 
many years. 

Jack: Oh, well, I don’t know. 
One of the salesmen might get a 
few hundred dollars, I guess. 

Dick: Well, I do know that 
month before last I paid out 
$3,500 on a_ salesman — don’t 
stop me, Jack —and he had no 
authority to collect bills. And his 
shortage did not arise from the 


collection of bills. 





Jack: How did it arise? 

Dick: Some day I will explain 
his system to you. Very ingenious 
and interesting. In the interim, | 
want to tell you that, for $—— a 
year, you can bond the nine 
employees in your organization 
who occupy what we fidelity bond 
people classify as hazardous po- 
sitions; the twenty people who 
occupy positions less hazardous; 
and everybody else who works for 
you, including that fellow I see 
painting that radiator over there, 
in amount of $10,000. 

The bond will cover any dis- 
honest act committed by an em- 
ployee alone or in collusion with 
others up to $10,000; and if your 
loss happens to exceed $10,000, 
you will have the expert assistance 
of the bonding company in col- 
lecting salvage from the defaulter. 

Jack: That’s a lot of money on 
top of other expenses. 

Dick: It’s your money, Jack. 
All I can do is to go back to the 
office and reduce my recommen- 
dation to writing so that in the 
distant future you can’t tell me 
that I never made it. You will get 
my letter in the morning. 

Jack: Have you any insurance 
against insurance agents? What do 
I do? 

Dick: Just sit there and dictate 
the answers to the questions on 
this employer’s application — and 
sign it when I get done. 





on 
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REVITY, besides being the soul of wit, is also 
the announced policy of THE CasuALTY AND 
SuRETY JOURNAL. However, from time to time, 

we will feature in this section special articles by leading 
figures in their various fields which, by their impor- 
tance and comprehensive coverage of the subject, 


we feel justify the special attention of our readers. 


This month we feature “The Automobile Financial Respon- 


sthility Law.’ by Louis A. Mills, Secretary, the Association 


of Casualty and Surety Executives 
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Automobile Financial Responsibility Law 


LOUIS A. MILLS 


HE typical financial responsi- 

bility law requires motorists 
convicted of certain offenses or 
who have failed to satisfy certain 
judgments, as a prerequisite to 
reinstatement of li- 


be justified if aimed at the law of a 
particular state; but, obviously, 
they cannot be applied indis- 
criminately; for, despite the fact 
that some or all of the provisions 

of either the A.A.A. 





cense and/or regis- 
tration, to carry in- 
surance or deposit 
collateral (“‘proof of 
financial responsibil- 


An 
Abpra a 


Bill or the Uniform 
Act (models for this 
type of legislation) 
have been enacted 
in forty-three juris- 
dictions of the United 





ity’) to cover fu- 
ture accidents. The 
requirement of proof of financial 
responsibility continues for three 
years. Where there is a judgment, 
satisfaction up to certain limits is 
also required. 

Critics of the law contend that 
it does not take care of the “first 
bite’; does not go into operation 
until after the motorist has done 
the damage; ‘“‘locks the stable 
after the horse is stolen’’; is not a 
safety measure; does not prevent 
accidents; does not segregate bad 
drivers; does not procure payment 
of past damage; does not increase 
the proportion of insured drivers; 
and does not cover a sufficiently 
broad group. 

Some of these criticisms might 





States and Canada, 
no two laws are alike — ranging 
from the rather ineffective and 
inadequate laws of a small num- 
ber of states to the stringent and 
most effective law of New Hamp- 
shire. Consequently, defects or 
inadequacies of the law of one 
state fail utterly as a basis of 


‘criticism of the laws generally. It 


must first be determined whether 
the law under scrutiny is ade- 
quately enforced, properly drafted 
and whether all necessary and 
desirable provisions are in it. 

The Association of Casualty and 
Surety Executives recently pro- 
mulgated the “Standard Motor 
Vehicle Safety Responsibility Bill.”’ 
This plan combines the best 

















features of the Uniform Act and 
the New Hampshire Law with 
many provisions recast, mod- 
ernized and clarified, and several 
new features added. 

The Uniform Act requires proof 
of financial responsibility upon 
conviction of any offense which 
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requires Suspension or revocation 
under state laws. The Standard 
Bill, on the other hand, requires 
proof whenever the Commissioner 
suspends or revokes upon conviction 
of an offense under any law of the 
state. Thus, where suspension or 
revocation is discretionary after 
conviction and the Commissioner 
exercises his discretion and does 
suspend or revoke the license, 
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proof would be required under the 
Standard Bill, but not under the 
Uniform Act. 

Again, under the Standard Bill 
a Commissioner may suspend or 
revoke licenses and registrations 
upon any reasonable ground appearing 
from the records of his department 
until proof of financial responsibil- 
ity is furnished. Thus he may 
require proof from a _ motorist 
whose driving record is generally 
bad although the motorist may 
not have been convicted of an 
offense requiring or permitting 
suspension or revocation. The 
Uniform Act has no corresponding 
provision. 

Both the Standard Bill and the 
Uniform Act provide for suspen- 
sion upon failure to satisfy a 
judgment in excess of one hundred 
dollars for property damage or a 
judgment for personal injuries and 
in either case suspension continues 
until judgment is satisfied up to 
certain limits and proof furnished. 
But the Standard Bill has added 
an effective provision, adapted 
from the New Hampshire law, 
which provides that the Commis- 
sioner must require from any 
motorist involved in an accident 
security to satisfy possible judgments 
that may result from such acci- 
dent, unless the Commissioner is 
of the opinion that the motorist 
involved was free from fault and 
would probably not be _ held 
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legally liable for damages. Failure 
to comply involves immediate 
suspension of license and registra- 
tions. Thus the delay incident to 
legal proceedings preliminary to 
judgment is averted. The Uniform 
Act has no corresponding pro- 
vision. 

It is evident then that, when a 
law embodies the provisions of the 
Standard Bill, its scope is broad- 
ened and its effectiveness greatly 
increased. 


F THE existing financial re- 
O ponsibility laws those of the 
following twenty jurisdictions 
might be classified as average 
from the viewpoint of strength. 
They require proof of financial 
responsibility upon conviction, and 
both proof of financial responsibil- 
ity and satisfaction in the event of 
judgments, more or less along the 
lines of the typical law, but with- 
out added provisions of conse- 
quence: 

California, Delaware, District of 
Columbia, Idaho, Illinois, Indiana, 
Kansas, Kentucky, Maryland, Michi- 
gan, Nebraska, New Jersey, New 
York, North Dakota, Oregon, Wash- 
ington, West Virginia, Wisconsin, 
British Columbia, and Manitoba. 

The laws of the following ten 
jurisdictions may be regarded as 
somewhat above average strength 
since, in addition to other features, 
they authorize the Commissioner 





to require proof in the event of 
certain accidents (without the 
necessity of suit or judgment): 


Hawaii, New Hampshire, Penn- 
sylvania, Rhode Island, Vermont, 
Alberta, New Brunswick, Nova Scotia, 
Ontario, and Saskatchewan. 


The laws of the following eleven 
jurisdictions may be regarded as 
not quite so satisfactory and 
effective for the reasons noted, 
among others: 


Arizona, North Carolina and Prince 
Edward Island, since they fail to 
require proof in the event of convic- 
tions; Colorado, Maine and South 
Dakota, since they do not require 
proof in the event of judgments but 
satisfaction of judgment only; Con- 
necticut, because it requires neither 
satisfaction nor proof in the event of 
judgment; Minnesota, because it does 
not require satisfaction of judgment 
but proof only; Montana, because it 
requires satisfaction of judgment only 
up to one hundred dollars on one 
judgment, one thousand dollars on all 
judgments and two hundred fifty 
dollars on property damage judg- 
ments, and because it requires insur- 
ance only to the sub-standard limits 
of $500/$1,000 and $250; Ohio and 
Virginia, because they require either 
satisfaction of judgment or proof in the 
alternative — not both. Strictly speak- 
ing, the Iowa and Tennessee laws are 
not financial responsibility laws for 
they do not require proof at all and 
provide only for suspension until 
judgment is paid. 
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It is clear then that very few of 
the laws are drawn so as to provide 
the broadest possible application. 
Moreover, in many of the states 
the administrative officials are 
not given adequate means of 
enforcement. All this should be 
borne in mind in evaluating these 
laws lest a criticism of a poorly 
drafted or inadequately enforced 
law be accepted as a criticism of 
all or an indictment of the under- 
lying principle of financial re- 
sponsibility laws. 


[AHE financial responsibility laws 
G jpors upon conviction of 
one of the enumerated offenses, 
upon failure to satisfy a judgment, 
or upon the occurrence of an acci- 
dent. But, if the conviction, judg- 
ment or accident is not reported 
to the Commissioner, the enforce- 
ment machinery does not go into 
operation at all. Thus every means 
should be employed to insure the 
transmission of conviction and 
judgment records by court clerks. 
A properly drafted law provides a 
penalty for laxity in this respect. 
Moreover, if the law applies to 
accidents, it should penalize fail- 





ure of those concerned, or of 
police officers, to report. 

When a conviction, judgment or 
accident is reported to the Com- 
missioner, it is his duty to see that 
licenses and registration plates are 
returned to him. This frequently 
requires the cooperation of the 
police. Furthermore, a law must 
be drafted so as to preclude eva- 
sion through transfer of registra- 
tion to a member of the family or 
to a friend. The burden of proving 
that evasion is intended should 
not be upon the Commissioner; 
the person involved should have 
the burden of showing that the 
transfer is proposed in good faith. 

Enforcement is never an easy 
task. Sufficient funds must be ap- 
propriated and adequate per- 
sonnel provided. 


POINT frequently overlooked is 
A that enforcement, however 
complete, can directly affect only 
the comparatively few who have 
demonstrated by some act that 
they are more likely to cause 
accidents in the future. The finan- 
cial responsibility law should and 
does have a broader application. 
It affects all motorists psychologi- 
cally. Full benefit from this im- 
portant factor, however, is had 
only when the law is publicized. 
A motorist acquainted with the 
purpose and effect of the law can 
be relied upon to avoid applica- 











tion of its penalties by careful 
driving. Loss of the use of their 
automobiles, to many, means loss 
of livelihood. Moreover, there is 
powerful incentive to safety in the 
knowledge that permanent loss of 
license may follow an unsatisfied 
judgment or conviction for a 
major offense, such as driving 
while intoxicated. While in the 
latter case the law permits rein- 
statement upon filing proof, such 
a record does not make the motor- 
ist a desirable risk. 


; HE LAW has another impor- 
"th os objective: safety. That 
safety is inherent in the intent of 
the law is evidenced by the fact 
that almost all the laws adopted by 
thirty-three states, the District of 
Columbia and Hawaii, are en- 
titled not merely as enactments to 
require “‘proof of financial re- 
sponsibility” or “ability to respond 
in damages’; but in addition, as 
laws “to promote safety on the 
public highways,” to “eliminate 
reckless or irresponsible drivers,” 
or to “promote safe driving,” as 
well. Thus not only has safety al- 
ways been regarded as a clear ob- 
jective of the plan, but its develop- 
ment has been constant in recogni- 
tion of “accident prevention” as a 
primary need in relation to the op- 
eration of motor vehicles. The law 
has never subordinated prevention 
to indemnity. 
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Mr. J. F. W. Wyse, General 

Manager of the Canadian Na- 
tional Safety League, Toronto, 
pertinently stated in May, 1934, 
before the Fourth National Con- 
ference on Street and Highway 
Safety: 
Our financial responsibility law is the 
most important piece of safety legisla- 
tion ever written upon the statute 
books of this Province (Ontario). Not 
only has this law had an extremely 
beneficial, educational and warning 
effect on almost all drivers; how 
efficient it has been in obtaining 
compensation for injuries or damages 
suffered by victims, of the carelessness 
or bad driving of others, may be seen 
from the fact that while over 28,000 
accidents have been reported to the 
branch since the law came into effect 
(September 1930) there have been 
only 217 suspensions imposed because 
of failure to satisfactorily settle judg- 
ments arising out of motor vehicle 
accidents. In other words, it would 
appear that in well over 99% of acci- 
dents, satisfactory settlements have 
been made. 


In 1931, a Maryland Legislative 
Committee, acknowledging that 
the safety responsibility laws then 
in effect were not perfect, found 
legislation involving the principles 
of those laws desirable for adoption 
“both as an accident prevention 
measure and as a means of rem- 
edying the problem of loss sus- 
tained through personal injury 
and property damage — not re- 











coverable because of financial 
irresponsibility of the negligent 
motorist.”” In January, 1938, a 
Maryland commission found that 
financial responsibility laws, such 
as the one in Maryland “tended 
to decrease the motor vehicle 
accident toll as well as to promote 
safety.” 


HE Director of the Financial 

Responsibility Division of the 
Department of State of Indiana, 
commenting on the Indiana law 
for the year ending September 30, 
1932, observed that the law was 
having a good moral effect and 
that eventually it would obtain 
the results desired. And recently 
the Director stated he felt that the 
law encouraged safer driving in 
many instances, although not 
generally, and significantly he laid 
this latter qualification largely to 
public ignorance of the law. 

The Honorable George P. 
Schwoebel, Chief of the Financial 
Responsibility Division of the 
Motor Vehicle Department of 
New Jersey, relevantly wrote on 
January 29, 1936: 


During the past four years automo- 
bile accidents in New Jersey have 
decreased 30% and during the same 
period 33,589 drivers have been 
barred from using the state’s highways 
through enforcement of its financial 
responsibility law for automobilists. 
. . Compulsory automobile liabil- 
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ity insurance is not the method by 
which accidents can be reduced and 
incompetent drivers kept off the road. 
From the standpoint of the motor 
vehicle administrator, the financial 
responsibility law is the best, even 
though there are difficulties in enforc- 
ing it. . . . Last year the New Jersey 
Motor Vehicle Department forced the 
payment of 363 judgments, which 
would otherwise have been uncol- 
lectible, and revoked the licenses of 
1,057 who failed to pay for the dam- 
ages and injuries they have caused. 
The financial responsibility law is a 
big step toward making the highways 
safer, and will eventually remove the 
judgment-proof and reckless drivers 
who are financially irresponsible. 


The same official has recently 
expressed the view that the finan- 
cial responsibility law encourages 
safer driving, is primarily a safety 
measure and one of the strongest 
weapons with which to combat 
accidents. 

Moreover, recent surveys indi- 
cate that most administrators are 
definitely of the opinion that exist- 
ing financial safety responsibility 
laws are satisfactory both in 
theory and operation. Many ad- 
mit weaknesses in operation, but 
feel that slight changes in the law, 
or more adequate machinery for 











enforcement, will suffice. In many 
instances, specific changes in ex- 
isting laws have been proposed. 
But for the most part these pro- 
posals would merely bring the law 
of the states concerned into line 
with the more modern standard 
revisions. 


OME DAY perhaps examination 
S or test may discover accident- 
prone drivers before licensing 
them. But as yet nothing definite 
along that line has been devel- 
oped. The applicant predestined 
by psychological, physical or other 
defects to have an accident in 
which he is at fault is yet to be 
identified. 

Segregation of motorists 
victed of the more serious traffic 
violations and motorists who have 
had accidents in which they are 
at fault, is neither arbitrary nor 
without scientific basis. It has 
been amply demonstrated that 
an individual who has had one or 
more accidents is more likely to 
have another than one who has 
not. ““The Accident-Prone Driver,” 
a study sponsored by the Depart- 
ment of Agriculture, in which 
nationally recognized authorities 


con- 


in the field of traffic safety 
collaborated, reveals that the 
total accidents suffered by the 


29,531 drivers, selected as a fair 
random sample and whose acci- 
dent records were the basis of the 
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study, over a six-year period, fell 
not into groups equivalent to 
those which would have been 
established had the distribution 
been according to chance, but 
into groups indicating more than 
the expected number of accident- 
free drivers, more than the ex- 
pected number of drivers who had 
a high accident rating, and a 
lesser number with an intermedi- 
ate rating. Of special significance 
is the fact that, while accident re- 
peaters constituted but 3.88% of all 
drivers, together they caused 39.8% 
of the fatal accidents and over 36.4% 
of all the reported accidents. 
Moreover, the figures show that 
drivers who were accident-free in 
either half of the six-year period, 
as compared with those who had 
one accident, had in the other half 
of the period only one-half as 
many accidents as those in the one- 
accident group, and only about 
one-seventh as many as those who 
had four accidents. It was dis- 
covered that accident repeaters 
tend to shorten the time between 
accidents as accidents accumu- 
late. The fourth accident, for 
example, tends to follow the third 






















more closely than the third fol- 
lowed the second. 

A study sponsored by the Chi- 
cago Park District and made in 
cooperation with the WPA simi- 
larly indicated that the “accident 
repeater” is more likely to have 
accidents in the future than the 
average driver; that his accidents 
occur closer together; and that he 
accumulates more personal injury 
and more “at fault” accidents 
than does the average “single 
accident” driver. 

Dr. C. S. Slocombe, of the 
Personal Research Federation, 
New York, selected a group of one 
hundred operators involved in 
fatalities and another of the same 
number picked at random. Of the 
group involved in fatalities, thirty- 
five had bad records for the pre- 
ceding year as against five of the 
other group. 

The financial responsibility law 
subjects this small minority of 
accident-prone persons to special 
regulation and, in many cases, 
they are permanently removed 
from the road through inability 
to procure the required insurance. 

A study of motor vehicle deaths 
in 1939 on a mileage basis reveals 
that of the twenty-five states hav- 
ing the best records (less than 
twelve deaths per hundred million 
vehicle miles) twenty-one, or 84%, 
had financial responsibility laws. 
Of the eleven states in the inter- 
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mediate group (ranging from 
twelve to sixteen deaths per hun- 
dred million vehicle miles) eight, 
or about 73%, had financial re- 
sponsibility laws. Of the twelve 
states with the lowest rating 
(ranging from sixteen to twenty- 
one deaths per hundred million 
vehicle miles) only four, or 334%4%, 
had financial responsibility laws. 
Furthermore, ali of the states 
having above-average financial re- 
sponsibility laws (as_ classified 
before) fell into a group of fourteen 
having the best accident record 
(10.1 deaths or less per one hun- 
dred million vehicle miles). New 
Hampshire’s rate was 7.4, the 
third best in the country. This 
striking correlation strongly indi- 
cates a cause and effect relation- 
ship between the existence of a 
stringent financial responsibility 
law and highway safety. 


HE common criticism that the 

law does not take care of the 
“first bite’? is misleading. Penal- 
ties are not deferred until the 
motorist has committed a second 
offense, as the criticism implies, 
but apply immediately he is found 
guilty of an act or omission sub- 
jecting him to the law. Thus, 
except for certain minor offenses, 
a motorist is not permitted one 
conviction or one judgment before 
he becomes subject. Licenses are 
suspended upon first conviction 


1712C8B 














and reinstatement is barred unless 
proof of financial responsibility is 
furnished and maintained for the 
requisite period. Similarly, _li- 
censes are suspended upon failure 
to satisfy the first judgment and 
reinstatement is barred unless 
judgment is satisfied and proof of 
financial responsibility is furnished 
and maintained. 

True, there are instances where 
the first judgment is large and can- 
not be satisfied because the debtor 
is financially irresponsible. But in 
these cases the debtor is penalized 
by being permanently barred from 
the use of motor vehicles. Occa- 
sionally even the severity of this 
penalty is not sufficient to procure 
payment. It should be noted, how- 
ever, that 90% of all personal 
injury and property damage 
claims arising from operation of 
motor vehicles are in amounts of 
$500 or less. Even a motorist who 
does not need his automobile in 
his business would rather pay a 
claim of $500 or less, in install- 
ments, if necessary, than be per- 
manently barred from the road. 

That a strong and rigidly en- 
forced financial responsibility law 
will increase the percentage of 
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insured cars has been very clearly 
demonstrated, although for most 
states figures are unavailable. In 
Pennsylvania 40% of the private 
cars and 54.2% of the commercial 
vehicles are insured, compared to 
a country-wide average of about 
25%. In New Hampshire before 
the financial responsibility law 
was enacted, approximately 26% 
of registered cars were insured; 
at present about 71% are insured. 
And it may be reasonably pre- 
sumed that any member of the 
uninsured 29% group will operate 
with caution, to avoid application 
of the law if for no other reason. 

It should also be noted that the 
financial responsibility law applies 
to residents and non-residents 
alike; to accidents and violations 
outside of as well as within the 
state. 

In conclusion, let us stress the 
importance of exercising utmost 
care to select as the object of the 
examination a strong, complete, 
rigidly enforced and adequately 
publicized law, rather than one 
which is emasculated, unenforced 
and unknown to the public. If 
this procedure is followed, benefits 
and potentialities of a law follow- 
ing this principle become evident. 
Such a law will result in an in- 
creased percentage of insured cars, 
a larger percentage of satisfied 


judgments and, above all, safer 


driving. 





FIELD 
FORUM 


DEsTROYERS 
Cleveland, Ohio 
lo the Editor: 

Your Design for Safety in the No- 
vember issue says that “all kinds of 
boats from dories to destroyers are built 
here.” In the United States Navy, I 
never heard of a destroyer navigating 
any of the Great Lakes simply because 


their length prevents their passage 
through the Welland Canal. If they 
were, or are, at any time built at the 


Creat Lakes Yard they must still be 
there, or were dismantled and reas- 
sembled on the coast. 
Pp 

[Strictly speaking, according to our 
informant, these were “‘patrol boats of 
the destroyer type.” But our faces 
still red! — Ep.] 

= 

LirERARY EFFORT 


are 


Springfield, Mass. 
lo the Editor: 

I submitted my first draft of the story 
you requested to my esteemed partners. 
Both frankly stated that it was lousy. My 
second draft, pedantic and dialectic, 
they said was lousier than the first. My 
third attempt, which I thought splendid 
and very sound, brought still further 
criticism. So now my wastebasket is full, 
and yours is not. I may take heart again 
to see if it is possible for a manuscript of 
mine to pass my partners’ critical 
slanders. 


E. 
[And they say that even your best 
friends won’t tell you! — Ep.] 
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Buyver’s VIEWPOINT 


Paterson, N. J. 
To the Editor: 

As you know, I have been conducting 
a course entitled, ‘“‘Insurance from the 
Buyer’s Viewpoint,” at our Adult Edu- 
cation Centre. While it is dangerous to 
draw conclusions from a single experi- 
ment, I am satisfied: 

(1) That insurance still is often badly 
sold and sadly misunderstood. 

(2) That our greatest need today is a 
proper qualification requirement for 
producers. 

3) That the current emphasis on 
“education” is excellent, but is too con- 
fused with sales psychology. 

(4) That if Special Agents are utilized 
merely for selling, then “education” is 
thwarted. 

It may be that the recent trend to- 
ward more and more education for pro- 
ducers will have the effect of forcing 
education upon some of the more un- 
willing of us. In the meantime, no op- 
portunity to educate the public about 
insurance should be overlooked. Agents’ 
Associations could well afford to finance 
Adult Education Courses where neces- 
sary. A standard syllabus could be pre- 
pared and actual lectures divided among 
members best fitted to discuss each 
particular subject. 


H. Eart Munz 
— on 


BuRGLARY PROSPECT 
San Francisco, Cal. 
To the Editor: 

One of our associates states that his 
file of JourNALs has been disrupted 
badly through other members of the 
organization walking off with copies and 
failing to return them. Could you send 
him copies of the first four issues? He 
wants to restore the file and then keep 
it under lock and key. M 

M. 


[Copies sent. But how about a little 
burglary insurance to cover such (un- 
avoidable) occurrences? — Ep.] 
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SypNEY V. JAmes is an Engineer, Cas- 
ualty and Automotive Department, 
Underwriters’ Laboratories, Inc., Chi- 
cago. Massachusetts Institute of Tech- 
nology and Armour Institute of 
lechnology. When he leaves the office 
his knowledge and love of things 
mathematically and technically cor- 
rect go with him in his hobbies of 
making and playing violins. He is con- 
cert master and first violinist of the 
Chicago Business Men’s Orchestra. 
His ‘‘fiddles,”’ as he calls them, are 
scientifically constructed from many 
calculations involving third, fourth 
and seventh harmonics, etc. (Some Cas- 
ialty Activities at Underwriters’ Labora- 
tories, Inc., page 6 


H. Herspertr Corson is a partner in 
the large insurance firm of Davis, 
Bradford and Corson, Nashville. He 
was President of the Nashville Insur- 
ance Exchange for two terms; Execu- 
tive Vice President of the Tennessee 
\ssociation, one term; and President, 
one term. (The Story of Old Man Glutz, 


page 47.) 


Lours A. Murts, Secretary of the 
\ssociation of Casualty and Surety 
Executives, is a member of the bar of 
both New York and New Jersey. 
\fter service in the World War, began 
his career in the casualty insurance 
tield with the Workmen’s Compensa- 
Publicity Bureau, joining the 
Casualty and Surety 


tion 


Association of 





Executives at the time it was estab- 
lished. (The Financial Responsibility 
Lav An Appraisal, page 51.) 


GeorGce H. O’Connor is a Special 
Agent in the Albany office of the Mas- 
sachusetts Bonding and _ Insurance 
Company. Georgetown University, 
*29. Experience as a local agent in 
Syracuse and Albany, prior to assum- 
ing his present position in 1937 
(Mental and Physical Sweat, page 39.) 


ALEXANDER Foster, Jr., formerly 
Assistant General Counsel and Vice 
President of the National Surety Cor- 
poration, is Manager of the Fidelity 
and Surety Department of the Asso- 
Casualty and = Surety 
Executives. A native of Rochester, 
New York, Mr. Foster took his law 
degree from the University of Buffalo 
After successful private practice in 
Rochester, he joined the Liquidation 
Bureau of the State Insurance De- 
partment, and in 1933 became Vice 
President of the National Surety 
Corporation. Two years later, he was 
appointed Assistant General Counsel, 
retaining the rank of a vice president. 
(A Trusted Employee, page 35.) 


ciation of 


e 
3 


H. I. Kuemnnaus entered retailing 
as a_ department executive 
upon his graduation from New York 
University. He became associated 
with the National Retail Dry Goods 


store 

















Association as General Manager 


of the Controllers’ Congress, New 
York City, that division of the 
Association which deals with ac- 


counting, finance, control, insurance, 
retail and general statistics. Besides 
preparing numerous pamphlets and 
articles on accounting, control and 
kindred topics, he is probably best 
known for his direction of the annual 
statistical study called ‘‘Departmental 
Merchandising and Operating Re- 
sults of Department and Specialty 
Stores.” Mr. Klcinhaus is a dollar-a- 
year adviser to the Bureau of the Cen- 
sus on the 1940 Census of Business. 
He is a member of the National Asso- 
ciation of Manufacturers’ Advisory 
Committee on Social Security. He is 
associated, as a member or director, 
with the American Statistical Asso- 
ciation, the Risk Research Institute, 
and the New York State Employers’ 
Conference. (Can Insurance Be “‘ Mer- 
chandised”’?, page 1.) 


Epwarp R. GrRanniss is Director, 
Industrial Division, National Con- 
servation Bureau of the Association of 
Casualty and Surety’ Executives. 
Also, an instructor at New York Uni- 
Graduate of Brown Uni- 
versity. After manufacturing experi- 
lravelers (guard design 
Hartford, later as 


versity. 


ence, joined 
department) in 


em 
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field inspector and safety engineer. 
Subsequently, Industrial Staff Engi- 
neer, National Safety Council, Chi- 
cago. (From Red Ink to Black, page 17.) 


Dr. THurston H. Ross is Director 
of Business Research, University of 
Southern California. Author of books 
and articles on cconomic subjects. 
(A Policyholder Speaks , page 43.) 


Horace B. Montcomery (University 
of Pennsylvania) joined the Indem- 
nity Insurance Company of North 
America as Special Agent in 1921, 
In 1925 he was promoted to the posi- 
tion of Assistant Secretary in charge of 
the Burglary and Glass Department, 
and he has continuously handled that 
unit of the North America since his 
appointment. (The Cathedral of Insur- 


ance, page 24.) 


L. E. Krerzman, Secretary of The 
American Insurance, Newark, started 
his insurance with the Ohio 
Inspection Bureau in 1921. Following 
work as a Special Agent for the Ameri- 
can in Ohio, he came to the Home 
Office in 1935 as Assistant Secretary, 
and was elected Secretary in 1938. 
His special duties now involve pro- 
duction in several eastern states. (The 
American Agency System and 
Associations, page 28.) 


career 


Agents? 


Safety in Corporate Bonds 


Prior to the turn of the century, nearly all bonds required in court, and 


especially in the probate practice, were guaranteed by personal signatures. 


As the years passed, our judges became convinced that the requiring of 


corporate surety bonds would do much to promote the safety and security 


of trusts and fiduciary property. 


It has been a matter of experience until today the courts and public gen- 


erally have learned to know the strength of and to prefer the bonds of 


corporate sureties. 





John A. Markham 


What Did You Learn? 








QUICK QUIZ 





For Our Busy Readers 


(Check the Correct Statement) 


1. Chinese boatmen on the River 
Yangtse, when about to pass through 
rapids of the upper gorges, unload and 
share the cargoes of other boatmen 
(1) To equalize the load; (2) To pre- 
vent anyone from possible loss of his 
entire cargo; (3) To receive reports 
about the navigability of the waters. 
(Page 25.) 


2. Once a driver has had an automo- 
bile accident he (1) Is apt to have a 
far better “‘accident record” in the fu- 
ture; (2) Goes along at about the 
same accident rate; (3) Is more likely 
to have another accident than one who 
still is “‘accident free.”’ (Page 59.) 


3. Underwriters’ Laboratories, Inc., 


(1) Makes rates; (2) Tests for life, fire 
and casualty hazards; (3) Exists pri- 
marily to invent new products. (Page 
6.) 


4. Suretyship (1) Is a lame substitute 
for human nature; (2) Has reached its 
peak; (3) Is now in full blossom. 


(Page 35.) 


5. The most important merchandis- 
ing principle, as applied to casualty- 
surety selling, is (1) Knowing your 
stock; (2) Selling on a price appeal; 
(3) Selling the customer all you pos- 
sibly can. (Page 2.) 


6. Today’s greatest need in casualty- 
surety selling is (1) More policies; 
(2) More prospects; (3) A combina- 
tion of physical and mental sweat. 


(Page 39.) 


7. Greatest loss from industrial acci- 
dents are those (1) Covered directly 
by insurance; (2) Hidden or indirect. 
(Page 79.) 
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